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“FRIENDS OVER FOR TENNIS,” by Douglass Crockwell, Number 31 in the series “‘Home Life in America.” 


locer belongs...enjoy ut 


Tn this home-loving land of ours . . . in this America of kindli- 
ness, of friendship, of good-humored tolerance . . . perhaps no 
beverages are more “at home” on more occasions than good 
American beer and ale. 

For beer and ale are the kinds of beverages Americans like. 
They belong—to pleasant living, to good fellowship, to sensible 
moderation. And our right to enjoy them, this too belongs—to 


our own American heritage of personal freedom. 


AMERICA’S BEVERAGE OF MODERATION 
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Think what this means to your profit picture —a fast, modern version of 


the dependable Douglas DC-3 that will operate at less cost per ton mile! 


At modest cost your present DC-3s can be converted to the new Douglas 
Super DC-3. New swept-back wings... new powerful engines that increase 
speed to 250 mph... built-in stair ramp to facilitate loading and unload- 
ing...new rear cargo compartment...new large. self-service luggage 
racks—these are just a few of the features of the Super DC-3. 
Whether your airline is large or small—it will pay you to get the full 
facts on the new faster Douglas Super DC-3—modern version of the most 
famous, time-tested airliner ever built. 


DOUGLAS AIRCRAFT COMPANY, INC., SANTA MONICA, CALIFORNIA 


|Dortrait of future profits! 


e FEATURES OF THE SUPER DC-3 « 


More Speed 
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Greater Payload 

a =< 

More Ton Miles Per Hour 
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Lower Cost ¢/Ton Mile 
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Greater Range 


ee 


Lower Maintenance Costs 
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MORE PEOPLE FLY MORE PLACES BY DOUG. 











j VER TO NO WHEELS ON Tre 
E HIGH-SPEED XF~85 / 
THE TINY I5-FOOT “PARASITE” FIGHTER 
RIDES TO AND FROM BATTLE INSIDE A BOMBER. Fly 
TO TAKE OFF, IT DROPS FROM A TRAPEZE. To’LAND @) 
IT ZOOMS UP... GRABS ON AGAIN WITH ITS 
SPECIAL ARM. UNFAILING FUEL DELIVERY To fl | 
THE HUNGRY TURBO-JET ENGINE IS ASSURED i | 
BY A B-W PESCO PUMP THAT DELIVERS JF 
UP TO 16/2 GALLONS A MINUTE. 
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SAVES FULL HOUR ON AVERAGE | NEVER-ENDING STREAM 


FAMILY WASH. recuiation Load FOR MOST AUTOMATIC THIS UNDERGROUND COMBINE “HARVESTS" UP To 5 TONS 


SI ce ewe on mange Gan Galt OF COAL A MINUTE, CUTTING AND LOADING SIMULTANEOUSLY. 


CABINET SPACE IN MANY DWELLINGS. NOW B-Ws NORGE HAS DONE - 
M ‘ CHAINS FROM B-W'S MORSE CHAIN HELP DELIVER THE 
THE “IMPOSSIBLE“ BY CREATING A MORE THAN DOUBLE CAPACITY POWER AS THIS MOLE-LIKE MACHINE BURROWS A 


AUTOMATIC WASHER WITH ONLY A SLIGHT INCREASE IN THE REQUIRED 
CABINET SPACE. THIS SAVES 65 MINUTES ON AN AVERAGE FAMILY WASH, 4 X9/2-FOOT TUNNEL IN RECORD TIME. 


wicsecuies BOKC WARNER 



























“SQUEEZING 2 WASHING MACHINES INTO I... 
| ENDING SUMMER SIMMER... gk | 

FEEDING THE PLANE ON THE 3 4 i, oe 
FLYING TRAPEZE / 








THE RB) NSO MANY WAYS, B-W INGENUITY AND SKILL 
35! BM TOUCH THE LIFE OF ALMOST EVERY AMERICAN 
RIB every pay 

2 


P Veroeccanese : 19 OUT OF THE 20 MAKES OF MOTORCARS 
|| CONTAIN ESSENTIAL PARTS BY BORG-WARNER . 
| EVERY COMMERCIAL PLANE AND MANY SHIPS AFLOAT 
HAVE ABOARD VITAL B-W EQUIPMENT. 9 OUT OF 10 
“FARMS SPEED FOOD PRODUCTION WITH B-W 


1 “FQUIPPED IMPLEMENTS. AND MILLIONS ENJOY THE 300 MILES CLOSER, 


OUTSTANDING ADVANTAGES OF B-W HOME EQUIPMENT 


‘| mo APPLIANCES. WITH OVERDRIVE / 


ITS 30% FEWER MILES 
FOR THE ENGINE THAN FOR 
E == SS THE WHEELS WHEN B-WAUTOMATIC , 
= — OVERDRIVE IS USED. THIS B-W WARNER GEAR 

DEVICE ENABLES SEVEN ENGINE REVOLUTIONS TO 


or FR 
SEND : E spMmPLe! == CARRY VOU THE DISTANCE OF TEN. AVAILABLE NOW 


K00 oLs SH SET INA ON 10 MAKES OF CARS, OVERDRIVE BOOSTS GAS 
SUNNY WINDOW. MILEAGE , CUTS DOWN WEAR, 
LAY A PENNY BEHIND IT AND 

ONE IN THE SUN. ONE GETS 
HOT- THE OTHER STAYS COOL. 

B-W INGERSOLLS KOOLSHADE 
ON WINDOWS ACTUALLY SCREENS —— 
QUT SUN HEAT AND INSECTS — — 
BUT NOT THE VIEW. KEEPS ROOMS ————d 
UP To 15° COOLER. FOR FREE —S —_— 
——— 
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|) SAMPLE, WRITE INGERSOLL ——=>> 
‘| STEEL DIVISION, 32/PLYMOUTH 
4 COURT, CHICAGO 4, ILLINOIS. 
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NEW GIANT KILLER TAKES OVER / 


IN JUST 8 SECONDS FLAT, A SPECIAL LITTLE 
WINCH ATTACHED TO A FARM TRACTOR 
UPROOTS TOWERING PINES WITH II-FOOT 
WAISTLINES. USING TRACTOR ENGINE _ 
IY POWER, TRANSMITTED NON-SLIP BY 
: A RUGGED B-W ROCKFORD CLUTCH, 
THE WINCH JUST REELS IN ITS CABLE... 
AND FOREST GIANTS TOPPLE. 
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These units form BORG-WARNER, Executive Offices, 310 South Michigan Ave., Chicago: BORG & BECK * BORG-WARNER INTERNATIONAL * BORG 


WARNER SERVICE PARTS * CALUMET STEEL * DETROIT GEAR * DETROIT VAPOR STOVE °* FRANKLIN STEEL * INGERSOLL STEEL * LONG 
r | MANUFACTURING * LONG MANUFACTURING CO., LTD. * MARBON * MARVEL-SCHEBLER CARBURETER * MECHANICS UNIVERSAL JOINT * MORSE 
CHAIN * MORSE CHAIN CO., LTD. * NORGE * NORGE-HEAT * NORGE MACHINE PRODUCTS * PESCO PRODUCTS * ROCKFORD CLUTCH * SPRING DIVISION 


SUPERIOR SHEET STEEL * WARNER AUTOMOTIVE PARTS * WARNER GEAR * WARNER GEAR CO., LTD. 

















News within the News 


BRITAIN RELIES ON U. S. NAVY—Why American naval forces are in Europe, what 
they mean to peace, is told by the U. S. commander there, Admiral Richard F. 
Conolly, in an exclusive U. §. News & World Report interview 


B-36: SUPERPLANE OR ‘SITTING DUCK'?—The high-flying bomber has a task 
if war comes. Gen. Hoyt S. Vandenberg, Chief of Staff of the U.S. Air Force, 
explains the power and the defenses of the B-36 


CRITICISM OF U. S. BOMBER—From a British air publication comes doubts as 
to the abilities of the B-36. Can it really fly that high? Can it protect itself 
from attacks of European-type interceptor planes?...................:ccsseeeees P. 41 


BOTTOM OF SLUMP IN SIGHT....P. 11 
Second half of this year is to find business 
at postwar bottom, with some signs of 
recovery likely in the first part of 1950. 
Here’s the timetable for individual in- 
dustries, the outlook for prices, output, 
profits, dividends and jobs. 


WORLD HIT BY U. S. SETBACK....P. 14 
Dollars are growing scarcer around the 
world as American business cuts down 
on buying abroad. Goods are piling up 
on docks. The entire world is becoming 
a buyers’ market. What business in the 
U.S: means to the rest of the world is 
told in this country-by-country survey. 


NEXT MONTH'S WEATHER RF 
You can find out about the weather for 
a month ahead if you're really interested. 
Weather Bureau will give an outlook, 
somewhat technical and not guaranteed, 
for $4.80 a year. Explained is the type of 
forecast and maps the service provides. 


HARD-TO-SELL UNCLE SAM 
Businessmen who seek orders from the 
biggest buyer of all, U.S. Government, 
find that selling skill and knowhow are 
needed, Here is shown the reason for 
Washington’s many “contact men.” 


Stockpile of bombs produced since i 
end has grown large enough for the U. S. 
to fight a major war. And output could 
be stepped up considerably in an emer- 


gency. U. S. now can shift its emphasis 
to atomic research. 


NEW-STYLE VICE PRESIDENT P. 24 
Alben Barkley, the Administration’s trav- 
eling salesman, has covered more ground 
in six months than any other Vice Presi- 
dent in a term. At 71, he has made it his 
job to inform tke country about President 
Truman’s program. This article tells how 
he maintains this flying schedule. 


MORE GOODS FOR THE MONEY..P. 46 
Efficiency is again a watchword in U.S. 
industry, Gone are the boom days when 
costs are unimportant. Higher efficiency 
is counted on to lower costs and prices. 


AND ON OTHER 

March of News 

Tomorrow: A Look Ahead 

Pictogram: , U.S. Spending: From 
Millions to Billions 

Insurance Cash for Veterans...............+ : 

NIN = ins sien ccttbiccmertcncpae cian 27 

Life Around the World 3 

People of the Week 

Labor Week 


News-Lines for Businessmen................59 
Finance Week 


Indicators of Business Activity 
Whispers 
COVER: David E. Lilienthal, Chairman of 


Atomic Energy Commission. See page 22. 
(Photograph from Harris & Ewing. ) 
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EAN ACHESON, SECRETARY OF STATE, 
D came home from Europe last week 
» report on the uneasy state of the 
yorld, But there was none of the Wash- 
iagton pageantry that has attended such 
home-comings in the past. There were no 
parades, 0 speeches; Congress did not 
meet in joint session to hear what the 
secretary had to say. 

For more than a month Mr. Acheson 
and nearly 100 other Americans had 
been in Paris conferring with the top 
diplomats of Russia, Britain and France 
om what to do about Germany and Aus- 
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MESSRS. TRUMAN & ACHESON 
“Hello, Dean, well done.” 








tia, As the airplane that brought the 
Secretary and Mrs. Acheson circled 
Washington’s airport for a landing, Presi- 
dent Truman, members of the Cabinet 
and other officials stood in the broiling 
sun—an Official welcoming party. The few 
spectators on hand applauded _ briefly 
while the big plane taxied to the unload- 
ing gate. 

“Hello, Dean,” said the President 
when Mr. Acheson stepped out of the 
plane at the end of an 18-hour flight. 
“Well done.” 

“I don’t think we really accomplished 
too much,” replied the Secretary of State. 

With hardly a pause, he got into a 
waiting automobile with Mr. Truman 
and drove to the White House for a con- 
ference that lasted less than an hour. 
Then he went to the State Department 
te dig into the pile of work that had 
accumulated on his desk. Next day, Mr. 
Acheson gave influential Senators the 
real answer to everybody’s question 
about whether the conference had im- 
proved U.S. relations with the Russians. 

The meeting had brought a limited 
agreement to finish up an Austrian peace 
treaty and for East and West to go ahead 
with separate plans for Germany. But, 
Mr. Acheson said, there must be no letup 
in the U.S. He asked for speedy action 
by the Senate to ratify the North Atlantic 
Pact and approve U.S. plans for rearm- 
ing Western Europe. In his own words, 
“our firm policy in Europe” continues. 
The Secretary’s actions, as much as his 
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words, made one fact clear to all the 
world: 

Paris had brought a lull in the “cold 
war” with Russia, but the “cold war” was 
not yet won. 


UMMERTIME IS VACATION TIME in 

Washington. Tourists, honeymooners, 
high-school graduating classes from all 
over the U.S. travel to the capital to 
take a hurried, and frequently bewil- 
dered, look at the operations of the 
world’s biggest Government. The stand- 
ard tour includes a visit to the galleries 
of the Senate and House, where few 
sight-seers manage to get more than the 
foggiest notion of what is going on. 

But last week, for one exciting mo- 
ment, visitors looked down on the floor 
of the House of Representatives and saw 
something everybody understands—a fist 
fight. The contestants, both Democrats, 
were two of the senior members of Con- 
gress, 83-year-old Adolph J. Sabath, of 
Illinois, and 69-year-old E. Eugene Cox, 
of Georgia. 

What the onlookers saw was this: Cox 
leaned over Sabath’s chair and said some- 
thing. Sabath answered. Cox slapped out 
and knocked Sabath’s glasses off. Sabath 
came back with two fast, and ineffective, 
punches. Other members quickly wedged 
between the two battlers. It was all over 
in less than a minute. 

What most onlookers did not know was 
this: They had seen, in its rawest form, 
the deep rift within President Truman’s 
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REPS. COX & SABATH 
“| really love him.” 


own Democratic Party. Representative 
Sabath, a Truman supporter, was the 
manager of the Administration’s housing 
bill. Representative Cox, like many an- 
other Southern Democrat, is a bitter op- 
ponent of the Truman bill. They were 
fighting over how much time Cox could 
have to speak against the plan. 

After the fight Mr. Cox said of Mr. 
Sabath, “I really love him.” Mr. Sabath 
said of Mr. Cox, “Gene is really a ca- 
pable gentleman.” But these kind words 
did not mean that the North-South split 
in the Democratic Party was healing. 
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In a highly 
specialized field 

we're maintenance 
specialists 






INSTRUMENTS 


COMPLETE 
AIRFRAME 


CONVERSION - 
OVERHAUL - 
MAINTENANCE - 


Your stake in Aviation pays divi- 
dends when American Airmotive 
services your aircraft - airline, 
transport, executive or private. Our 
vast facilities coupled with highest 
ehgineering standards and long ex- 
perience mean increased oper ational 
efficiency and lowered mainte- 
nance costs...resulting in cheaper ‘ 
air transportation for you. We 
serve and supply aircraft fleet 
operators around the world. 
Perhaps we may help you. 


Almenican 


Ainmotive 
CORP. 


P. 0. Box 6, Miami Springs, Florida 
Phone: 88-3445_, Cable: AMAIRCO 


Wash., D.C. Office 
1213 duPont Circle Bidg. 


Licensed by 


C-46 “Commando” 
pafts manufacture 
and approved by 
CAA for Conversion. 
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atthew was an amoeba. It 

was beginning to look as 

though he always would be. That, 

precisely, was the trouble. By this 

time he should have been a whole 
flock of Amoebae. 


But Matthew couldn’t divide. 


The fact that he was singular in- 
stead of plural perplexed Matthew. 
So one day he went to the library and 
read Modern Amoebae in a Stagnant 
Pool. Right away he realized he was 
emotionally immature. “What I 
need,” he mused, “is a split per- 
sonality . . . maybe I should be 
psychoanalyzed.” 

One Thursday, 3000 dreams later, 
Matthew was lying on the couch talk- 
ing to his analyst when he began to 
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feel like two other people. And, be- 
fore you could say mitosis . . . there 
were two Matthews. Oh, but they 
were happy! And they still are. 


“If you can afford it,” say the 
Matthews (who still owe their analyst 
quite a mess of fish), “dividing is 
utterly divine!” 


et eae 
We heartily agree with our two 
friends. But dividing alone will not 
solve the intricate figure work of 
moder business, where even the 
most complicated multiplication . . . 
addition . . . subtraction AND 


division must be done quickly and 
accurately. That’s why more and 
more firms are depending upon 
Comptometer Adding - Calculating 
Machines. These lightning-fast, easy- 
to-operate machines help solve every 
sort of office problem with amazing 
speed . . . for less money! 


Comptometer (Reg. U. S. Pat. 
Off.) Adding-Calculating Machines, 
made only by Felt & Tarrant Manu- 
facturing Co., Chicago, are sold 
exclusively by its Comptometer Di- 
vision, 1726 N. Paulina Street, 
Chicago 22, Illinois. 
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At midyear, looking ahead through remaining months of 1949..... 

Business is to go on sliding, slowly, maybe 5 to 10 per cent lower. 

Turnup in business probably isn't to come until 1950. Upturn will come 
when prices are on firm ground again, when big inventories are cut down. 

Business, even at the bottom, will be good by most past standards. 

Trade will be quite good. Sales will exceed output in many lines. Output 
of industry, even so, will hold much above prewar. Sentiment is likely to be 
gloomier than the actual level of business and of profits warrants. 

A base will be laid in months just ahead for recovery to come later. 
Prices often will be reduced. High-priced inventories will be worked off. 
Costs will be stabilized. After that, gradually, things will start to pick up. 








White-collar workers will gain a little from here on out. 

All _ persons with assured incomes, pensioners, bondholders, Government work- 
ers, will be helped by price declines. They won't gain very much, though. 

Farmers will lose, relatively. Farm prices are to fall more than the 
prices of things farmers buy. Farm income will be bolstered by U.S. action. 

Wage earners will be hurt where jobs are lost, work hours cut. 

Businessmen often will find going rougher. Profits will come less easily. 
Efficiency will pay increased premiums, inefficiency will hurt more. 

Jobless, though, are the ones who will be hurt most. Total of those out of 
jobs and looking for jobs may approach 6,000,000 late this year. 

















Investors often will find dividends reduced as the year wears on. 

Dividends, however, will hold up better than profits and in many cases will 
give a high return on money invested in strongly fixed industries. 

Prices of stocks, hovering around 4-year lows, often appear more likely to 
be reasonably priced in relation to long-range prospects than they do to be high 
priced. Investors have been discounting hard times all during the boom. 

It's in periods such as this that efforts are sometimes made to frighten 
smaller investors into giving eway their investments, cheap. 





Costs of many things will come down during the months ahead. 

A new house, later, is likely to cost 10 per cent less to build. Cars late 
this year will probably cost 5 to 10 per cent less. 

Furniture still is being marked down. Refrigerators, other equipment for 
the home may be reduced a little more when and if steel prices are lowered. 

Farm machinery is going to face some reduction later. 

Paint will cost less. Lumber is coming down more. Cement, though, may not 
be reduced, with demand holding high. Labor prices will stay high. 

Men's clothing will cost less in the autumn. Women's clothing may be near 
the bottom. Shoes will cost little if any less. 

Meat will become cheaper. Eggs will, too. Chicken is likely to cost less 
later. Food bill late in 1949 is likely to be 5 to 10 per cent lower. 




















Dollar that was a 57=-cent dollar will be about a 6l-cent dollar in 1950. 
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NEWSGRAM--TOMORROW-- (Continued) 


Dollar's value probably will go on gaining even when business revives. 
Trend of living costs, over the longer range, is to be gradually downward. 

A dollar worth 100 cents, one that will buy as much as in 1939, is not 
likely ever to return. A 65-cent dollar may come back, or there might be one 
worth 75 cents if there is a bad future depression, but that's far off. 

A cheaper dollar in terms of living costs won't come again unless there is 
another war. Dollar supply now isn't so high in relation to industry's ability 
to supply goods at the price level that prevails. 








Debt of Government is to start to rise again in months ahead. 

Spending is to average about $3,500,000,000 a month. 

Income is to average not much more than $3,000,000,000 a month. 

Taxes won't be increased. Debt, as a result, is likely to increase by 
$5,000,000,000 or more in the year that lies ahead. Debt total a year from now 
may be around $256,000,000,000, but that's still under the postwar high. 

Economy is to be talked but not practiced. 





Pump priming, deliberately, on a big Scale, will not come back. 

Plans for priming the rump in a big way are being offered to Mr. Truman. 
A plan proposed would call for spending $15,000,000,000 more than is taken in. 

Priming of the pump on that scale doesn't stand a chance. Congress would 
balk even if the White House didn't. White House seems not interested now. 





Public housing, however, is to be revived. It will grow. 

Mortgage guarantees are to be extended and maybe made more liberal. 

Old-age insurance will be made more liberal before another year is ended. 
Insurance coverage is likely to be extended to businessmen, lawyers, doctors, 
housemaids, but not to farmers or to farm workers. 

Health insurance won't be voted, though. Disability insurance may be. 
Unemployment insurance won't be nationalized, but standards may be raised. 

















Farmers are to move back under rather strong Government control. 

Farm prices, for major products, will not be permitted to seek their own 
level, won't be allowed to decline drastically from present levels. 

Farming, if it accepts price supports, will have to accept controls. 

Acres to be planted, quantities of products to be marketed are going to be 
regulated by Government in some kev commodities. Farming is to be the first big 
industry to operate within the framework of a Government plan. 

Brannan plan, to let prices fall, to provide cheap food for masses of con- 
sumers, then bolster farm income with money supplied largely by taxpayers, won't 
be approved in the year ahead. It may come later. 








Wage earners often will get small raises in hourly pay in months ahead. 

Weekly ta’e-home pay, however, is likely to go on declining. There will bé 
fewer hours of work for large numbers of workers drawing hourly pay. 

Wage cuts will be scattered, not general. 

Strikes in big industries to try to force pay raises may occur, but they 
are likely to be short. Steel strike might come July 16. Auto strikes, if they 
come, will come in July. A big coal strike could start August 15. 

Striking, however, is not likely to pay off well this year. Employers are 
under pressure to resist additions to cost. They can afford to sit out strikes 
in many industries where inventories are big, order backlogs small. 














War as a prospect will go on receding over the months ahead. 

War scares will be more difficult to generate. People have been scared too 
often to scare easily again. War remains a declining prospect. 

Peace probably will come a little nearer. Peace talks are to be tried 
again later in the year. The world may move gradually toward.stability. 


(No part ot this or any other puge may be reproduced without written permission) U. S. NEWS & WORLD REPORT 
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BOTTOM OF SLUMP IN SIGHT: 
UPTURN IS TO START IN 1950 


Adjustment Nearly at End for Some Lines 


Bottom of the slump is in sight. 
Business slide, as measured by 
the experts, is expected to be over 
by year end, 1949. 

Worst is about over for some 
lines now. Troubles are ahead for 
others. But outlook for 1950 is a 
trend up, not down. 

Some further drop in the cost 
of living is due. But living costs, 
over all, are to stay high above 
prewar level. 

Bottom of the present slump in busi- 
ness is coming into sight. That bottom 
already appears to have been touched 
by one or two industries. It probably 
will be reached by others during the 
second half of 1949. 

Deflation’s timetable, as now being ac- 
cepted by outlook appraisers in Govern- 
ment and business, is this: The first six 


months of 1949 saw about half of the 
downward adjustment completed. The 





—Castens 
FILING UNEMPLOYMENT CLAIM 
. there will be a slight increase 
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second six months will find business 
scraping the postwar bottom. The first 
six months of 1950 are likely to produce 
some signs of recovery, which could be 
followed in the second six months by a 
broad upturn. 

All through industry, at this time, or- 
ders are off. Output of textiles, of shoes, 
of lumber, of machine tools, of many 
kinds of machinery is drastically lower. 
Some lines, such as woolen cloth, rayon, 
storage batteries and paperboard appear 
to have hit at least a temporary bottom. 
Consumption of many products has 
started to run ahead of production, eat- 
ing into inventories. 

Business is making drastic cuts in its 
spending. Individuals, in contrast, are 
still spending quite freely. Manufactur- 
ers are cutting deeply into their outlays 
for plant and equipment. Individuals are 
cutting only moderately their investment 
in new dwellings. 

Government is increasing sharply the 
amount of money spent for construction. 
Other spending by government is in a 
rising trend. From the Federal Govern- 
ment, early next year, 16,000,000 veter- 
ans will receive checks totaling $2,800,- 
000,000—“found” money that will flow 
quickly into trade. (See page 26.) 

As a result, crosscurrents are at work 
in the business system, with the dominant 
trend downward, but with offsetting 
trends in some fields. In no important 
area is business seriously in trouble. 
There is not any large forced liquidation 
of goods, of securities, or of real estate. 

What it all means to those in the 
Government and in business who are 
measuring the outlook is this: 

Deflation in this period is to center 
primarily in business spending and in- 
vestment, less so in individual spending 
and investment. Business buyers, almost 
in unison, are holding back, waiting for 
lower prices to be offered. Price adjust- 
ment in some key industries is delayed, 
pending decisions on wage rates. Once 
the level of prices is firmly established, 
a base will be laid for revived business 
investment and buying that will point 
toward gradual recovery. 

An appraisal of what has happened 
and what is most likely to happen in 


this period of deflation is given in what 
follows. This appraisal represents the 
consensus of the principal Government 
economists, of U. S. News & World 
Report economists, and of economic ad- 
visers to some of the major industries 
and banks. There is agreement that the 
present setback is not the beginning of 
a long depression, such as the one that 
followed 1929. 

Leve! of prices, for example, is ex- 
pected to decline only moderately from 
the present. Prices of commodities, at 
wholesale, average 8 per cent lower now 
than at the postwar peak. In the fourth 
quarter of 1949, the appraisal indicates, 
prices, on an average, will be 7 per cent 
lower than at present. Some prices will 
fall much more than that, some less. But 
the price level, as a whole, when adjust- 
ment is completed, is likely to be more 
than 80 per cent above prewar 1940. 
Prices may go on edging gently down- 
ward, even after business activity starts 
back up. 

Cost of living is sure to go down 
somewhat less than prices at wholesale. 
Living costs have declined 3 per cent 
from the peak. They are expected to de- 
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cline another 4 or 5 per cent. Meats are 
to become cheaper: Men’s clothing will 
cost a little less. Household goods are to 
be lower priced. But living, even so, still 
is to cost on an average about 60 per cent 
more than in the prewar years. There 
isn’t to be any early return to the days 
of very cheap goods. 

There definitely is no expectation that 
the bottom is going to drop out of the 
level of prices. Farm prices will meet 
some support by the Government. Wage 
rates are to be protected by strong 
unions. Wholesale liquidation of goods 
at distress prices is not in sight. 

Output of goods, in this period of 
price testing, is in a sharp decline. In- 
dustry, over all, has cut its production 
rate by nearly 11 per cent. In some lines 
of industry, including textiles, the cut- 
backs have been drastic. Steel production 
has fallen to less than 85 per cent of 
capacity, while new orders for steel are 
being placed at only half the rate of last 
September. Automobiles, on the other 
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hand, are being turned out in record 
volume. 

The general downward trend of indus- 
try’s output is expected to continue, with 
the rate by the end of this year falling 
about 7 per cent below what it is now. 
Even then, however, if estimates of the 
appraisers are borne out, industrial pro- 
duction will be about 30 per cent greater 
than it was in 1940. 

The low point in textile production is 
likely to be reached some time in the next 
three months. Output in this and other 
industries will be hit by summer vaca- 
tions of workers. It is barely possible that 
production of industry as a whole will 
touch bottom in this same quarter, in 
which case a moderate upturn might 
occur later in the year. 

The $2,800,000,000 of insurance divi- 
dends which the Government is to pay to 
veterans next year actually will begin to 
have its effect on production this autumn. 
Much of the money, when received by the 
veterans, will be quickly spent for cloth- 
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ing and household equipment of various 
kinds. Manufacturers of such goods, an- 
ticipating the coming demand, will step 
up their production in advance. This will 
mean increased buying of raw materials, 
and the effects will be felt all along the 
line. 

Income of individuals is declining 
much less rapidly than production, and 
this fact tends to limit the extent of the 
slump. So far, the total of such income 
has fallen only 3.3 per cent from the 
1948 peak. The appraisers estimate that 
it will go down another 5 or 6 per cent 
from the present level. At that point, it 
will be about two and one-half times as 
large as in the prewar year of 1940. 
With farmers, veterans, the unemployed, 
the aged and many others receiving Gov- 
ernment benefit checks, personal incomes 
are cushioned against any sudden fall. 

Retail trade, as a result, is likely 
to hold up, too. The decline in trade to 
date—3.2 per cent—almost exactly paral- 
lels the fall in income. And, as incomes 
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slide off further, trade is expected to 
slacken in proportion. Right now, people 
are putting a larger-than-normal portion 
of their incomes into savings. Yet they 
are spending at a rate of $128,000,000,- 
000 a year. This high rate of consumer 
spending helps to maintain industrial 
production, even though business spend- 
ing is being cut. 

Profits present a different picture, 
however. As sales volume goes down and 
prices are under pressure, profits are 
bound to be squeezed. From a peak of 
about $21,000,000,000 in 1948, profits 
after taxes already have fallen to an 
annual rate of $17,200,000,000 and are 
expected to decline to a rate of less than 
$12,000,000,000 before the end of this 
year. That still will be 85 per cent above 
the prewar level. 

The situation will vary greatly from 
one firm to another. Some corporations 
may find their profit margins approach- 
ing zero and some may be in the red, 
while others show a healthy profit. The 
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food and tobacco industries probably 
will still show profits in the fourth quar- 
ter, but steel and some of the other 
heavy-goods industries may go below 
their break-even points. Companies in a 
strong position, if forced to sell below 
cost, can live off their reserves of capi- 
tal for a time. But some of the smaller 
firms and those with especially high 
costs may be hard pressed. 

Dividends, at the same time, are ex- 
pected to be cut only moderately, from a 
present annual rate of $8,200,000,000 
to a fourth-quarter rate of about $7,000,- 
000,000. Actually, many corporations 
will be paying out in dividends more 
than they earn in profits—just the reverse 
of what they have been doing in the last 
several years. They will not need so 
much money for working capital and 
new plant as before. Hence they can 
afford to pay out more dividends rela- 
tive to earnings. 

Unemployment will spread as busi- 
ness falls off, on the basis of the ap- 
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praisal given here, with a _ probable 
fourth-quarter peak of around 6,000,000. 

Looking ahead, the consensus of 
those appraising business trends is that 
the worst of the present slump should be 
over by the end of this year. There may 
not be much recovery in the early part 
of next year. Some shock may be felt if 
Britain goes through a financial crisis. 
Government supports in some fields, 
while cushioning the slump, may also 
postpone price adjustments that stimu- 
late buying. ; 

Yet there is agreement that only’ the 
most urgent demands resulting from the 
war have been satisfied to date. A vast 
amount of building remains to be done. 
Credit, now in a healthy state, can be 
expanded to finance it. Business, the ap- 
praisers believe, can be brought back in 
the next few years to a level above the 
peaks of 1948. They point out that only 
such big-scale business can meet the 
needs of a nation soon to be 150,000,000 
strong. 
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WORLD HIT BY U.S. SETBACK 


Nations Are Jittery as Dollars Get Scarcer 


Slump in U. S. is bringing jitters 
to most countries the world over. 
Some, like Britain, are in deep 
trouble already. 

Survey shows unemployment 
is beginning to rise. Price resist- 
ance is appearing. Sales are 
harder to make. 

A world depression is not ex- 


working for, worth saving, because they 
now can buy the things they want. Pro- 
duction, outside the U. S., remains on the 
upgrade at high postwar levels. But, 
looking beyond production, there is evi- 
dence of trouble ahead. 

Buyers, not sellers, are calling the 
turn. Stocks are piling up in world mar- 
kets and in home markets. Salesmen, 
hard at work, find price the major fac- 
tor. New orders for the exports of in- 
dustrial countries are slowing. Buyer 





few items of export, are hard hit. Others. 
growing most of their own food, are gen- 
erally in a position to withstand a mild 
recession. But a prolonged slump, a real 
depression at this stage, is not expected, 
Few raw-material countries have built 
up cushions of wartime and_ postwar 
profits for such an emergency. 

For a closer look at what is happen- 
ing, country by country, here are the 
dispatches of observers on the scene: 











. resistance, the world over, is leading LONDON 

pected. But most countries fear manufacturers to think about slowing Britain is extremely vulnerable to the 

U. S. decline will hit aid program, Production. Unemployment is beginning decline in U.S. prices that is depressing 

cut private purchasing, make dol to show up in countries where labor was___ world prices. The British must live on 

9, “short a year ago. There is pressure for the overseas sales of an industry that is 
lars scarcer than ever. cheaper money. dependent on raw materials purchased hom 
; A mild recession can be absorbed by abroad. Britain, buying in bulk under a brin 
Business es much of the most industrial countries. Danger most Labor Government, got its raw materials from 
world now is threatened by the slump __ feared abroad is that a deep slump may cheaper than the U. S. as long as world strik 
developing in the U. S. lead the U. S. to halt its overseas aid pro- prices rose. Now, as prices turn down, flect 
A survey of world conditions, made gram, to increase the price cutting in bulk buying means that Britons pay more to tl 
country by country by observers on the world markets. for raw materials than Americans, buy- But 
spot, brings to light factors that are Raw-material countries—Latin ing on the day’s market. com 
likely to affect the trend in this country. America, Australia, Southeast Asia and As a seller, Britain is in trouble, ‘too. rent 
The outlook, over all, is this: Indonesia—producing industrial raw ma- High production costs at home mean v 
Manufacturing countries, nations terials and food for export, are no longer _ high price tags on British goods abroad. stan 
of Western Europe and Japan, are in making big dollar profits. Instead, they British sales abroad are meeting resist- ploy 
better shape now than at any time since are short of dollars, up against increased ance. British planners expected the per 
the war. Much war damage has been re- competition for their exports, too. Prices country’s dollar deficit to run about to 6 
paired. Inflation has been checked. There for most raw materials, most foodstuffs $128,000,000 a month. Instead, it is wor 
is more home-grown food; there are more are turning down sharply. closer to $160,000,000 a month. yeal 
consumer goods on the shelves. Workers Specialist countries, such as Chile, Bo- Thus, Britain is under pressure to doct 
are finding that local currencies are worth _ livia and Argentina, relying heavily on a cheapen exports by devaluation. At elec 
: 
ms 
ol 

HOLLANDER CANADIAN 
Under pressure Short of dollars Gloomy about future 
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BRITON 
Seller's trouble 


home, however, cheap money is likely to 
bring rising living costs, more pressure 
from labor for wage increases, more 
strikes. The London stock market re- 
flects the tougher outlook, sliding down 
to the lowest point since the war’s end. 
But the turnover is so slow that brokers 
complain they aren’t earning their office 
rent. 

Workers in Britain appear to under- 
stand little of the crisis ahead. Unem- 
ployment, so far, is hovering around 1% 
per cent of the labor force as compared 
to 6 per cent in the United States. British 
workers are eating a little better than last 
year; the Government is paying their 
doctor bills. In addition, with general 
elections due within the next 12 months, 


SWEDE 
Living well 
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AMERICAN 
All eyes on him 


workers do not expect the Labor Govern- 
ment to demand more sacrifices from 
labor despite the fact that production per 
man-hour in Great Britain is still below 
target levels, far below standards in the 
United States. 

But more unemployment in Britain is 
likely. Competition for jobs may boost 
output per man, cutting production costs. 
Question is whether costs can come down 
low enough to enable Britain to compete 
at world prices or whether Britain will 
take the risk of devaluation. 

Londoners believe U. S. prices, already 
‘about 12 per cent below the British 
level, will go down another 12 per cent 
before stabilization, perhaps in the spring 
of 1950. Britain is preparing for a slump 


GERMAN 
Sees signs of a slump 








JAPANESE 
Can rely on a booster shot 


of this character; a deeper slump would 
be considered disastrous. 


‘ PARIS 
Frenchmen, on the whole, are better 
off now than they have been at any time 
since liberation, but they are gloomy 
about the future. Businessmen in Paris 
are saying that people do not buy cham- 
pagne and perfume when the stock mar- 
ket slumps and jobs become hard to get. 
French luxury exports are not moving 
fast, stocks are mounting. So far, France 
has few unemployed. Value of the franc 
in dollars is so close to the official rate 
that the black market in currency has 
virtually vanished. 
Looking ahead, however, Frenchmen 





~ Photos from Black Star, Ewing Guliduars Ford 
MEXICAN 
Looking for tourists 
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expect trouble. They expect a slowdown 
in the expansion of industry, a decline in 
production, a rise in unemployment, an 
increase of labor trouble encouraged by 
Communists. They look for political 
trouble, too, possibly several changes of 
cabinets. But they expect the French 
economy, given reasonably good farm 
crops this year, to survive a recession 
without major disasters, economic or 
political. 


FRANKFURT 


West Germany’s brief boom is leveling 
off. Deflationary policies imposed by the 
U.S. and Britain, after soaking up 93.5 
per cent of Germany’s inflated currency 
last June, are effective. Prices are de- 
clining; unemployment is rising; bank- 
ruptcies are wiping out marginal busi- 


to sit out a long slump, is beginning to 
suffer from a decline of business, both 
at home and abroad. 


ROME 
Italian officials like to talk about ex- 
porting their unemployment problem 


through emigration. Now, with unem- 
ployment turning up elsewhere in the 
world, Italy’s jobless are increasing, too. 
About 2,200,000 Italians, over 12 per 
cent of the labor force, are without jobs 
and many more are kept on pay rolls only 
by law, not because they are needed. 
What is more, Italian industry may soon 
be allowed to trim its pay rolls to bring 
down the costs of Italian exports. So far, 
Italy’s recovery record beyond the field 
of labor is good. Inflation has been 
checked; prices are stabilizing; savings 





—Ewing Galloway 


ARGENTINE DOCK 
. little to cushion the shock of a real depression 


nesses. Now, with 1,132,000 Germans 
looking for jobs, two and one-half times 
as many as last year, the lid is being 
taken off credit slowly. The aim is to let 
production climb again. But the question 
is whether Germany can find the markets 
for more output. 

Belgium began its deflationary slump 
a year ago. In that time the number of 
unemployed has doubled. 

The Netherlands Government is under 
pressure to devalue the guilder to revive 
trade. 

Sweden, living well in relation to 
other European countries, finds its prices 
for wood pulp too high for world mar- 
kets. Swedes are likely to follow Britain’s 
decision on devaluation to keep selling 
high-grade iron ore and other exports. 

Norway and Denmark are keeping 
domestic prices down but lack dollars. 

Switzerland, financially strong enough 
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are rising. But Italy lacks the reserves to 
withstand a long slump. 


SYDNEY 


Australia, after a postwar boom of 
record wheat crops and high prices for 
wool that doubled its prewar national 
income, is expecting a jolt. Industrial 
stocks have declined since January. Wool 
prices have dropped little so far, how- 
ever, and Australian employment is at 
a record high, This continent is counting 
on a plump cushion of savings to ease 
the shock of the recession that is expected 
to hit Australia soon. 

The vast raw-material producing area 
northwest of Australia has no such cush- 
ion of postwar profits. Instead, Malaya 
and Indonesia, just beginning to get pro- 
duction going despite postwar troubles, 
find their rubber and vegetable oils fur- 
ther depressing a weakened market. 





Further depression of world prices may 
bring more trouble, political and eco- 
nomic, to the region, 


TOKYO 
The trend in Japan is turning from in- 
flation to deflation, guided by Americans, 
The aim of Americans guiding the stabili- 
zation program is to “squeeze the water” 
out of the country’s economy. They have 
ordered the closing of the Reconstruction 
Finance Bank, a Government institution 
that supplied much credit to Japanese 
industry. Wages are leveling off: prices 
are turning down. But business and in- 
dustry find long-term loans hard to get 
from private capital. Orders for exports 
are falling short of expectations. Unem. 
ployment is increasing slightly. 


OTTAWA 


Canada traditionally lags behind eco- 
nomic trends in the U.S. Canadian in- 
dustrial output is close to its prewar 
peak. Unemployment in Canada is not 
yet rising at the U.S. rate. But Ca- 
nadians note that Canada is much more 
dependent on outside trade than the 
U.S. The country is short of dollars. 
Britain is shifting purchasing away from 
Canada to avoid payment in dollars, and 
the U. S. will buy Canadian paper, wood 
products, metal and other exports only at 
lower prices. Loss of export trade wor- 
ries Canadians more than a deflationary 
slump, U.S. style. 


BUENOS AIRES 


Prices and wages in many Latin-Amer- 
ican countries have gone up while the 
dollar profits of the postwar boom have 
dwindled to the vanishing point. In 
Argentina, the stock market already has 
fallen several times. Trade is drooping. 
Wool from Uruguay and coffee from 
Brazil still bring good prices. But Brazil's 
unpaid bills in dollars total $84,000,000, 
and 64 per cent of these have gone un- 
paid for more than 90 days, A drop in 
income from petroleum has led the Vene- 
zuelan Government, living mainly on oil, 
to trim its budget 7.5 per cent. Falling 
metal prices hurt Peru and Chile. Mex- 
ico, where the peso has dropped in 
value in relation to the dollar, is count- 
ing on a booming tourist trade to make 
up for losses in dollars earned by exports. 
All in all, Latin America is getting set, 
belatedly, for a recession, but has little to 
cushion the shock of a real depression. 

What to expect, after a survey of 
world conditions, is a recession, a leveling 
of production, rising unemployment, 
minor economic troubles for a few months. 
In this time,. all eyes will be on the U. S. 
trend. If slump is checked in U. S., there 
is little to indicate that the rest of the 
world, will continue a downward trend 
now interrupting the postwar recovery. 
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NEXT MONTH: CLOUDY & WARMER 


Government, for a Fee, Gives 30-Day Outlook 


Long-range weather outlook is 
being offered by the Government. 
Best customers are big firms with 
a stake in future weather. 

Weather Bureau, for a fee, tells 
where temperatures are likely to 
be high or low, whether rains will 
be heavy or light. 

Thirty-day weather charts carry 
no guarantee. But record, to date, 
shows forecasters are right more 
often than wrong. 


A glimpse of the weather outlook to 
mid-July suggests that it is going to be 
warmer than normal for this time of 
year in most parts of the U. S. Rainfall 
is to be heavy in Southeast and North 
Central U.S., moderate or light in 
other sections, including the drought- 
stricken Northeast. 

That prospect is found in the current 
30-day weather outlook that the Weather 
Bureau now issues on an experimental 
basis. The nation’s forecasters are ven- 
turing, very cautiously, beyond the five- 
day forecast of weather. They are telling, 
on the basis of all available signs, what 
weather may be like, in general terms, 
during a month ahead. 

These outlook summaries are not spe- 
cific forecasts of rainfall and temperature 
for local areas. They do not seek to tell 
the farmer or businessman or prospective 
vacationer exactly what he can expect in 
a particular area during a period of 30 
days. What the Weather Bureau does is 
to show in very broad outline, on a map, 

‘where rainfall may be above or below 
normal for a period and where temper- 
atures may be above or below normal. 

There is no claim to accuracy of fore- 
casts, either. All that is said is that the 
report of what to expect, in broad out- 
line, for the month ahead has been more 
than 50 per cent right. The score of cor- 
rectness on daily weather forecasts is 80 
to 90 per cent correct. 

The 30-day weather forecast costs sub- 
scribers $4.80 a year. It is not in simpli- 
fied form for satisfaction of the average 
citizen, The forecast itself is sold by the 
Weather Bureau through the Superin- 
tendent of Documents, Washington 25, 
D. C. At present there are about 350 sub- 
scribers, including many of the nation’s 
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large corporations, who find value in any 
informed effort to try to forecast weather 
over the longer range. 

Up to 1941, individuals and corpora- 
tions with a stake in the weather outlook 
had to depend largely on almanacs, or 
private weather services, for information. 
Then, in 1941, a small group of experts 
in the Weather Bureau began the five-day 
forecast of weather, now a major part of 
the Weather Bureau’s free service to the 
public. 

In 1942, as a confidential wartime proj- 
ect, the 30-day outlook was attempted. 
Copies were passed out to a few com- 
mercial concerns in 1945. By midsummer, 
1948, the fame of the outlook had spread 
and demand was so insistent that public 
sale was authorized. 

Type of forecasting offered by the 30- 
day outlook is illustrated by the maps on 
this page. These maps are based upon 
weather charts included in the current 
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outlook, One set of the Weather Bureau's 
charts shows average temperature and 
rainfall for the previous 30-day period. 
Another set shows predictions of average 
temperature and rainfall conditions for 
the following 30 days. The predictions 
are in terms of departure from normal 
conditions, and a third set of charts, giving 
data on normal rainfall and temperature, 
must be consulted in interpreting the 
data, 

Predictions are based mostly on calcu- 
lations of upper-air movements. To make 
the calculations, Weather Bureau mete- 
orologists at Washington, D. C., use me- 
chanical computers and sift volumes of 
weather reports. Radio reports are re- 
ceived at Washington twice a day from 
about 600 weather stations in the North- 
ern Hemisphere &nd from some 200 ships 
at sea. 

With these reports the experts plot 
general positions of major air currents 
around the Northern Hemisphere. They 
know certain weather conditions tend to 
be associated with certain air move- 
ments. So they can guess at probabilities 
of certain types of weather at certain 
locations. Since these large air masses 
move gradually, the predictions can be 
made for a period of as long as a month. 

This is the most scientific, comprehen- 
sive effort at long-range weather predic- 
tion ever made. Research to foretell the 
weather began long before official 
weather bureaus were set up in the U. S. 
and other countries less than 100 years 
ago. But progress has been extremely 
slow. Almanac makers flourished, many 
of them basing “conjectures of the 
weather” on hunches, or averages of the 
past. Usually the forecasts were so gen- 
eralized that they could hardly err. 

More than a_ dozen commercial 
weather services now offer special in- 
terpretations, to suit individual clients’ 
needs, of the official forecasts. Little ex- 
tended forecasting is attempted by the 
reputable concerns in this business. 

Altogether, the U.S. Weather Bureau 
now has about 15 major research pro- 
grams going, most of them aimed at im- 
proving the accuracy of forecasts and 
extending their span over the future. Ex- 
periments concerned with radiant energy 
from the sun and atomic energy, as well 
as the study of air circulation and its 
relation to weather, keep the weather- 
men busy. They have not solved the 
problem of long-range forecasting, but 
progress is being made. 
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HARD-TO-SELL UNCLE SAM 


Reported from CHICAGO, SAN FRANCISCO and WASHINGTON 


Getting a Government contract 
is easier said than done for small 
plants. Knowing when and where 
to bid is a full-time job. 

Military buying alone involves 
117 offices. Bidding by mail is 
filled with delays, uncertainties, 
other pitfalls. 

Despite outcries, business is 
brisk for Washington agents, for 
men who claim to know a way 
through the red tape. 


Smaller businessmen, hungry for or- 
ders, are having their troubles as they 
seek to tap the billions that Govern- 
ment is spending on supplies for the 
military services. Red tape, rigid rules, 
difficulty of contacts in the right place, 
politics, all have their place in confus- 
ing and discouraging the average busi- 
nessman. 

There is a furor now over “five per- 
centers”—contact men, counsel, brokers— 
who aid order seekers in landing Govern- 
ment contracts, taking as pay a percent- 
age of business obtained. At present from 
500 to 600 individuals and firms are 
engaged in this type of operation, Some 
individuals who held very high positions 
in Government not long ago are engaged 
now in the “influence business.” And 
some former Washington contact men 
now hold high Government positions. 

It doesn’t take long, out in the nation, 
to discover why it is that individual busi- 
nessmen, in need of Government orders, 
turn to contact men in Washington for 
help. Right now there is a scramble for 
Government business. It is the one line of 
business in the country that is expanding 
orders in a big way, A Government con- 
tract offers a chance to keep going, and 
the Government is buying almost every- 
thing from corn flakes to bombers. 

Many large companies have their own 
men keeping tab on what the Govern- 
ment is buying and what it plans to buy. 
These companies formerly let out to sub- 
contractors a good share of the Govern- 
ment orders they received. Now, with 
business shrinking, there is less subcon- 
tracting done, and smaller firms are be- 
ginning to complain. Small businessmen 
are being assured that they can have 
their share of Government contracts if 
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they will come and get them. And they 
are told that they don’t need to hire 
“five percenters.” 

That assurance sounds wonderful. But, 
in practice, getting a Government con- 
tract is not so easy, if the stories of many 
of those who have tried are typical. 

A major difficulty is the fact that 
the three armed services maintain a total 
of 117 buying offices, of which 26 are 
rated as major offices. It is a considerable 
job in itself to keep track of these offices. 
A small business firm, for example, 
probably would have to keep in touch 
with 6 to 10 of these offices just to learn 
when its goods might be wanted. 

To each of these buying offices, the 
firm would have to supply information 
about plant facilities, production experi- 
ence, raw-material sources and engineer- 
ing ability. Systematic and continuous 
contact with procurement officers also is 
found to be advisable. 

A letter to a procurement office seldom 
proves effective. A Michigan contractor 
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WASHINGTON: WHERE BUSINESS MEETS GOVERNMENT 
Between buyer and seller—red tape and rigid rules 
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recently tried a letter in an attempt to 
supply electrical equipment to the Air 
Force. He received an invitation to bid 
five days after the bidding had closed. 
West Coast firms complain that their in- 
vitations to bid frequently arrive too late 
to give them time to make estimates, 

Rigid specifications on Government 
contracts are another problem to small 
businessmen. They have difficulty in 
getting specifications and drawings 
needed to make careful bids on manu- 
factured articles. And sometimes, in their 
eagerness to get contracts, small business- 
men get stuck. 

A small manufacturer recently was 
awarded a contract for $200,000 worth 
of wooden boxes. After winning the con- 
tract, he discovered he had made an 
error, that his bid was $60,000 too low. 
He stands to suffer considerable loss un- 
less the Army releases him from his obli- 
gation. This the Army may do. 

A small New Jersey contractor also bid 
low against 60 competitors for a Navy 
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gntract to supply electrical connectors 
fr rockets. The low price was less than 
jalf what the Navy had been paying. 
\ost of the competitors believe he is 
hound to lose money on the deal. 

Experiences with tardy bids and faulty 
atimates explain why many firms ap- 
proach contact men in Washington for 
ysistance. They are familiar with Gov- 
emment procurement policy and proce- 
dure, they understand specifications, they 
now the officials who make the pur- 
chases. 

Knowing officials is generally ac- 
inowledged to be a great advantage in 
getting Government work. 

Many Government orders promise no 
opportunity at all to outside firms, large 
or small, Only a limited number of con- 
cerns, for example, make aircraft carriers, 
submarines, bombers, fighter planes or 
military trucks. Some of these firms are 
engaged more or less continuously in sup- 
plying equipment to the Government. 
They work hand in hand with technical 
experts of the armed services on research, 
design and manufacture, And, when bids 
are opened, these firms usually get the 
contracts, When other firms get business 
of this type, they usually operate as sub- 
contractors. 

Experience on Government work also 
proves advantageous. The bulk of Gov- 
emment business seems to go to a rather 
limited number of suppliers. In the textile 
industry, for example, contract awards 
show that a handful of firms, experienced 
in military contracting, get most of the 
business. A similar condition appears to 
prevail in food contracts, which usually 
go to a few large packing houses, big 
bakeries and large canners. 

Most Government’ contracts are 
awarded through competitive bidding, 
which does not seem to be a disadvan- 
tage to these consistent suppliers. 

Their chief advantage evidently lies in 
the fact that these suppliers know where 
the business is, keep after it, and give 
the armed services what is wanted when 
wanted. This is done through more or 
less constant contact with procurement 
officers. Procurement offices, in turn, find 
these experienced contractors easier to 
deal with than with firms that are un- 
known and unproved. 

Supply contracts placed through 
hegotiation instead of through competi- 
tive bidding involve even closer relation- 
ship with procurement officers and Gov- 
ernment technical experts. Negotiated 
contracts are rarely placed unless the 
Government has complete knowledge of 
the firm getting the business. They often 
involve research, experimental and de- 
velopment work. 

Negotiated contracts are few in num- 
ber, compared with those let through 
competitive bidding, but they are im- 
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portant because they sometimes lead to 
large production orders. Small and un- 
known businessmen, without close con- 
tacts with procuremént agencies, stand 
little chance of getting any of this work 
except as subcontractors. 

A study of Government procurement 
contracts points up the fact that pro- 
ductive ability or capacity alone is not 
enough to land a job. Equally important 
is as vigorous a sales effort as is made td 
any other large buyer. This requires a 
sales organization and a contact man. 
Large companies and firms. experienced 
with Government work have established 
these sales and contact approaches. 

Small companies, or firms unaccus- 
tomed to doing business with the Govern- 
ment, need to develop these sales ap- 
proaches, Here is where the “five per- 
renter” comes in. He provides, or promises 
to provide, the contact that the inex- 
perienced supplier lacks. 

The need for contacts and sales efforts 
is recognized by the Department of Com- 
merce, which counsels small businessmen, 
and such organizations as the Chicago 
Association of Commerce and Industry. 
It is even recognized by the Military 
Establishment itself. When Defense Sec- 
retary Louis Johnson recently denounced 
“five percenters,” he pointed out that the 
armed services had no objection to a 





“selling job” by the owner, an employe or 
a sales agent, 

The Chicago office of the Department 
of Commerce, for example, recently tried 
to bring holders of prime Government 
contracts together with aspiring subcon- 
tractors in that area. The trouble turned 
out to be that the prime contractors were 
looking for more business themselves and 
were little interested in farming out the 
business they had. They had the Wash- 
ington contacts. The would-be subcon- 
tractors needed them. 

The prospect is that, as_ business 
shrinks, more and more firms will be 
looking for Government contracts and for 
persons who can put them in touch with 
the officials who award the contracts. 
That condition promises increased busi- 
ness for the business consultants, man- 
agement consultants or persons with 
other labels who promise an increased 
share of the 1,300,000 orders placed 
each year by the armed services. 

What businessmen really are being 
told is that the agent who promises to 
“sell” his influence with top Government 
officials probab]y has no such influence. 
What is needed most is a competent 
salesman who knows where the business 
is and how to go about getting it. That 
knowledge, in many cases, seems to be 
sufficient. 


-Air Force Photo 


THE PENTAGON BUILDING: A TARGET FOR ‘FIVE PERCENTERS’ 
Will ‘influence men” give way to competent salesmen? 
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N FOUR FISCAL YEARS of peacetime— 

1946, 1947, 1948, 1949-the U.S. 
Government spent $177,000,000,000. 

In 152 years, from the time of George 
Washington’s first inauguration in 1789 
to the beginning of preparations fox 
World War II in 1940, the Government 
spent $167,000,000,000. 

The accompanying Pictogram shows 
how the cost of running the Govern- 
ment has skyrocketed over the years. 
This record helps to explain the rise of 
public interest in federal spending. 

During a century and a half of U.S. 
history—a period that included four ma- 
jor wars, several depressions and seven 
years of the New Deal—the Government 
spent $10,000,000,000 less than in the 
first four years following World War Il. 

In a single month in 1949, the peace- 
time U.S. Government spends as much 
as the $3,350,000,000 total cost of Gov- 
ernment in the four years of the Civil 
War. 

The two-year cost of World War I 
was $31,000,000,000. The Government 
now spends more than that in 10 peace- 
time months. 

In the fiscal ‘year closing June 30, fed- 
eral spending exceeded the combined 
cost of all U.S. wars prior to World 
War II. 

History shows that Government func- 
tions and costs never stop growing. In 
George Washington’s day, federal ex- 
penses ran $4,000,000 to $7,000,000 a 
year, and most of that was for interest 
on the public’ debt. The year 1800 
brought the first $10,000,000 budget. 
The War of 1812 pushed costs above 
$30,000,000 for the first time. Spending 
touched $1,000,000,000 in the final year 
of the Civil War, and never got that high 
again until World War I. Top budget 
then was $18,000,000,000. Next spurt 
came with the New Deal, when spend- 
ing reached $9,000,000,000 a_ year. 
World War II brought an all-time high 
budget of $100,000,000,000. 

What is happening today is a repeti- 
tion of history. Postwar spending never 
gets back to the level of prewar spend- 
ing. Budgets were around $9,000,000 
before the War of 1812, at least twice 
that after the war. After the Civil War, 
budgets were at least three times the 
prewar budgets of $60,000,000 to $70,- 
000,000. Federal costs were about $350,- 
000,000 a year before the Spanish- 
American War, and more than $500,- 
000,000 after the war. Before World 
War I, spending ordinarily was about 
$700,000,000. It was more than four 
times that after the war. 

Before World War II, spending was 
$6,000,000,000 to $9,000,000,000. In 
the fourth year of peace it was $40,000,- 
000,000. It will be more than that in 
the fifth year of peace. 
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HOW MANY ATOM BOMBS? 


Enough on Hand for U.S. to Fight Major War 


Big secret—how many atom 
bombs—is not so secret, after all. 
Putting two and two together 
shows this: 

U.S. has bombs to fight a 
major war. In emergency, all-out 
production could provide as many 
as 1,000 bombs in two years. 

Battle plans for the atom are 
public too. Tightest secret, still 
held, is how to assemble and 
explode the bomb on target. 


Number of atom bombs in the U. S. 
stockpile can be told today—within 
broad limits—on the basis of informa- 
tion publicly available. 

Mystery built around atom secrets, with 
public excitement stirred over whether 
those secrets are being stolen, is proving 
to be out of proportion to the actual im- 
portance of the secrets. Russia is known 
to possess the scientific knowledge re- 
quired to produce the uranium and 
plutonium that go into bombs. 

There are, on the-basis of available 
information, few purely scientific secrets 
about the bomb, What Russia lacks are 
the engineering secrets, the ability to 
turn scientific knowledge into completed 
atom bombs on the U.S. scale, Lack of 
industrial know-how rather than lack of 
scientific ability is regarded as the 
reason why the Russians probably 
will require several more years to 
build a bomb stockpile. 

Furor over the Atomic Energy 
Commission and its Chairman, 
David Lilienthal, is related to 
whether or not the Commission is 
guarding scientific secrets with 
enough zeal. There have been 
stories of lost uranium, of persons 
who once were Communists or fel- 
low travelers and who have worked 
in atomic-energy projects—some of 
these stories dating back to a period 
long before Mr. Lilienthal was con- 
nected with the Commission. 

Now a big debate has arisen as 
to whether the Government should 
permit publication of the number of 
atom bombs in the U.S. stockpile. 

How many bombs U.S. pos- 
sesses is actually not such a deep 


22 


ATOM BOMBS PRODUCED 
BY WAR’S END 


3 
! 
secret as might be |supposed. Secrecy 
with regard to that point has not been 
broken by Mr. Lilienjhal or the Commis- 
sion, and no attempt’ has been made by 
U.S. News & World| Report to discover 
unauthorized materiql or to confirm its 
estimates. Various facts have been pub- 
lished from time to tithe by other sources, 
however. By pieci#g together what 
already is public kno ee it is possible 
to get an idea of thé minimum number 
of bombs U. S. is kn@wn to possess. 

By war’s end, only three bombs had 
been made. After thelirst test model, two 
others were turned dut. Henry L. Stim- 
son, ex-Secretary of ¥=. is authority for 
the report that these'were the only ones 
completed then. Sinc¢ the war, the num- 
ber being produced gan be roughly cal- 
culated on the basis F other known facts. 

Production of material used in mak- 
ing these bombs reached the estimated 
rate of six pounds a ie in 1947 and has 
increased considerably since, That basic 
rate is stated withqut qualification by 
J. A. Campbell, a rdearch chemist and 


specialist in atomic dnergy, in an article 


published recently irj the Armed Forces 


Chemical Journal. 
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Each bomb, according to Mr. Camp- 
bell and some other atomic scientists. con- 
tains about 30 pounds of fissionable mate- 
rial in its explosive core. A weight greater 
than that is said to explode spontaneously, 
Thus, at the rate of production of atomic 
materials two years ago, a new bomb 
could be produced from that material at 
least once every five days. 

Output of bombs per year, at this 
minimum rate, amounts to nearly 75 
bombs. Computed on the same basis, out- 
put since January, 1947, when the Atomic 
Energy Commission took over production 
of atomic weapons, must have been not 
less than 180 bombs. Before 1947, assum- 
ing a steady increase in atomic produc- 
tion from war's end to January, 1947, 
about 45 bombs probably were stockpiled. 

The number of bombs turned out since 
war's end, thus, may be computed at a 
minimum of 200 to 250 atomic bombs. 
Some estimates go as high as 400. 

A vital point in sizing up the work of 
Mr. Lilienthal and the Commission is 
whether the number of bombs on hand is 
as large as the number that would be 
needed to conduct a full-fledged atomic 
war, There is information bearing on that 
point, too. 

Targets against which the bomb 
could be effectively used are limited al- 
most solely to large cities. Officials of the 
National Security Resources Board, in 
planning U.S. civilian defense, predict 
the bomb will not be used against cities 
of less than 100,000 population, Cost of 
each bomb is given as $1,000,000 by Mr. 
Campbell. That makes it far too ex- 
pensive to use against small targets, 
such as isolated factories, trains, or 
individual military structures, 

In Russia, for example, as the 
map on page 23 shows, there could 
be only 81 atomic targets within 
5,000-mile range of Alaska, if these 
were limited to cities of more than 
100,000, Military planners estimate 
privately that about 200 bombs 
would be required to destroy these 
81 cities. They assume that three 
or four bombs would be dropped 
on large cities such as Moscow. 
They also allow for a 20 per cent 
loss of aircraft—the highest rate of 
loss in the big bombing raids of 
World War II. 

From these computations, the 
number of atom bombs on hand in 
U.S. appears to be greater now than 
the number of those bambs that 
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could be used effectively in wartime, if 
the enemy were Russia and the bombs 
were employed to destroy Russian cities. 

Production of atomic weapons, in fact, 
has increased so greatly in the last two 
years that emphasis of this country’s 
atomic-energy program is being shifted 
toward development of atomic power 
rather than development of bombs. This 
is disclosed by Carroll L. Wilson, general 
manager of the AEC since its start. Pres- 
ent capacity for producing atom bombs 
has increased to a point where one atomic 
scientist, Dr. J. Robert Oppenheimer, esti- 
mated in congressional testimony that all- 
out production could provide as many 
as 1,000 bombs in two years. 

New atomic weapons that may be 
expected in the future are evident from 
these disclosures: 

Super uranium bombs already have 
been developed and tested. These are 
similar to the bomb used on Hiroshima, 
but use more of the potential energy from 
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the uranium atoms and are capable of 
a far more powerful explosion. That 
much is clear from the latest official report 
of the AEC describing the test explosions 
of new atomic weapons at Eniwetok 
Island, It points to a need for fewer, not 
more, atom bombs to destroy key enemy 
cities in any future war, Assembly-line 
production of this new-model bomb was 
scheduled to start June 27. 

Other atom bombs-—using elements 
such as hydrogen that are lighter and 
more plentiful than uranium—are getting 
new emphasis in weapons research now. 
This is indicated in the announcement by 
AEC that the Commission’s weapons cen- 
ter at Los Alamos, N. Mex., is investigat- 
ing energy-producing reactions among 
the lighter elements, 

Atomic dust, atomic sprays, other 
forms of nonexpldsive weapons using 
radioactive materials are known to be 
objects of scrutiny by military planners 
who are seeking a sure-fire weapon of 
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relatively low cost to use against military 
targets smaller than cities, But a respon- 
sible atomic scientist, Dr. R. E. Lapp, 
now has reported in published accounts 
that such nonexplosive weapons would 
not be practical. He says that they could 
not be stock-piled because of quick de- 
cay, could not disperse a high degree of 
radioactivity and “would require exces- 
sively large amounts [of radioactive dust 
or spray] to be deposited,accurately in 
the target area.” 

What’s happening now in the field 
of atomic weapons, therefore, may be 
seen in essential detail from facts already 
available. No release of exact information 
is needed to tell whether our stockpile of 
atom bombs is adequate for war, how 
they are to be used if war comes, and 
what is ahead in way of new atomic 
weapons. The only real secrets of U. S. 
atomic program are in the mass of engi- 
neering detail on how the bomb is made, 
and how it is detonated on a target. 
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NEW-STYLE VICE PRESIDENT 


Mr. Barkley Is Party’s Traveling Salesman 


Vice President Barkley, 71, 
is a traveling salesman for the 
Truman Adiministration and the 
Democratic Party. 

Friends meet the “V. P.”’ com- 
ing and going, between Senate 
sessions. Speaking dates take him 
all around the U. S. 

Mr. Barkley, busier all the 
time, works full time to patch up 
party rows wherever they break 
out and to keep a hand on the 
Truman program in Washington. 


Alben W. Barkley is turning out to 
be a new-style Vice President. After 
six months, he has traveled farther and 
spoken more often than any other Vice 
President in history. At 71, his prestige 
is growing, in the Senate and out, and 
but for his age he would be a clear 
contender for the Presidency in 1952. 

The new Vice President is acting as a 
mediator between President Truman and 
the Senate. He is trying to bridge the 
rift between Northern and Southern 
Democrats. And he is becoming a travel- 
ing salesman for his party. His colleagues 
in the Senate are talking with amazement 
of the amount of work he is doing. 

Democrats regard Mr. Barkley as one 
of their best personality assets. Only Mr. 
Truman gets more speaking invitations. 
Mr. Barkiey averages four invitations a 
day from various parts of the country. 
He says yes to as many as he can, but 
has to turn down a dozen for every one 
he is able to accept. He follows a speak- 
ing and traveling schedule, on top of his 
regular Senate work, that causes many of 
his younger colleagues to shudder. 

In his travels since election, Mr. 
Barkley has flown to Europe to spend 
Christmas week with American troops 
in Berlin and Frankfurt. He has crossed 
the U.S. twice. He has made three other 
trips as far west as the Mississippi. He 
has been in New England three times 
and as far south as Georgia and Alabama 
three times. There have been numerous 
other trips. 

Since inauguration, Mr. Barkley has 
averaged about two speeches a week. 
Several times in May and June, he made 
as many as five speeches a week. It is 
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not unusual for him to talk to a group 
of lawyers in Detroit one night, preside 
over the Senate next day, and speak to 
a gathering of Catholics, Protestants and 
Jews in Boston the next night. 

One week end in February, he spoke 
in San Francisco on Thursday night, at 
a luncheon in Los Angeles on Friday, at 
a dinner meeting in Louisville, Ky., on 
Saturday night. Sunday morning, he was 
in the Broadway Methodist Church in 
Paducah, his home church, for a layman’s 
meeting, and that night he was back in 
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ALBEN W. BARKLEY 
... busiest ““V. P.“’ ever? 


Washington to open a Red Cross drive. 

After presiding over a session of the 
Senate, it is not unusual for the Vice 
President to fly as far as Dayton, Ohio, 
before dinner. He will make a speech, 
spend the night on planes and stretched 
out on airport benches on the way back, 
get home in time to sleep another hour 
or so before dressing to go to the Senate 
for the next day’s session. A two-month 
check showed that he failed to open the 
Senate only seven times. 

Mr. Barkley pays his own expenses on 
most of his travels, using Army, Navy, 
or other governmental transportation only 
when on official business. Only rarely do 
inviting organizations offer to pay his 
expenses. When he was a Senator, Mr. 
Barkley, like most of his colleagues, ac- 
cepted paid lecture engagements, but 
he has almost completely abandoned this 


practice now. He does not feel that it js 
proper for the Vice President. 

The pay of the Vice President now is 
$30,000 a year plus an annual expense 
account of $10,000. As a Senator, Mr. 
Barkley got $12,500 and an expense ac- 
count of $2,500. The Vice President has 
an official limousine assigned to him: 
but no living quarters such as are pro- 
vided for the President. 

When Mr. Barkley quit being a Sen- 
ator, after 36 years in Congress, and 
became Vice President, he became eligi- 
ble for a lifetime Civil Service annuity 
of $7,000. It is payable from the date 
he left Congress. The Vice President and 
the President are specifically exempted 
from paying a part of their salary into 
the regular retirement fund. 

But traveling is expensive, and a large 
part of Mr. Barkley’s income goes into 
plane fares to take him out to perform 
the extra duties that he has assumed for 
the Democratic Party. 

The regular duties of the Vice 
President are not large. John Adams, the 
first Vice President, called it “the most 
insignificant office that ever the invention 
of man contrived.” Even Mr. Barkley 
referred to the office as “a cold biscuit” 
by the time it got around to him at the 
Philadelphia Convention. 

As Vice President, Mr. Barkley pre- 
sides over the Senate. He votes in case 
of a tie. The average Vice President casts 
from one to three votes during his term. 
He attends Cabinet meetings. He signs 
bills and resolutions. He makes some 
minor appointments and is a member of 
several nonlegislative committees. He 
substitutes for the President in laying 
wreaths, making speeches and watching 
parades, And he rules over half of the 
Capitol grounds. The Speaker of the 
House has charge of the other half. 

The average Vice President 
through a drab parade of ceremonial 
duties and draws his salary. Mr. Barkley 
lightens the ceremoniés with easy good 
humor and a joke. He obviously enjoys 
his work. But the ceremonies form only 
the background for the major job of party 
diplomacy that he is doing. 

Party diplomat. Mr. Barkley is a 
Democratic ambassador in the Senate 
and out. Oak Ridge, Chicago, New York, 
Los Angeles, Atlanta, Boston, and places 
between are becoming familiar to him. 

At the White House, Mr. Barkley and 
Mr. Truman are on easy terms. The Vice 
President often remains behind his Dem- 
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yratic congressional colleagues after the 
weekly legislative conference to swap 
kes with the President. If there are 
¢rained relations, it is not noticeable. 
But, if Mr. Barkley were a man to hold 
gudges, there might be. He was not 
Mr. Truman’s first choice for Vice Presi- 
dent. And, but for a speech he once 
made on taxes, he might be in the White 
House now instead of Mr. Truman. 

As Senate Democratic leader, Mr. 
Barkley fought long and hard for Frank- 
lin D. Roosevelt’s program. But, in Febru- 
ary, 1944, he challenged the wisdom of 
Mr. Roosevelt in vetoing a tax bill that 
Mr. Barkley had supported. A few 
months later, Mr. Roosevelt passed over 
Barkley and picked Mr. Truman to be 
vice-presidential running mate, a step that 
put Mr. Truman into the White House. 

Four years later, Mr. Truman also was 
about to pass Mr. Barkley’s name. Various 
other men had been considered before 
a wild demonstration for Mr. Barkley at 
the Convention awakened Mr. Truman 
to the popularity of the Senator from 
Kentucky. The signals were changed and 
Mr. Barkley got the nomination. In the 
campaign, Mr. Barkley traveled as far 
and made as many speeches as any other 
candidate. 

In the Senate, Mr. Barkley works as 
loyally for Mr. Truman as he once did for 
Mr. Roosevelt, although he does not 
engage in the rough-and-tumble. floor 
oratory of the old days. As Vice President, 
he stands above these floor battles. They 
are left to the regular party leaders. 

Mr. Barkley’s lines, thus, are left clear 
to the Republicans and the Southern 
Democrats. As many Republicans as 
Democrats drop into his office just off the 
Senate floor to chat with him in idle 
moments. And, as a Border State man, 
he has many close Southern contacts. 

If the Truman-Barkley ticket had been 
beaten, Mr. Truman would have been 
out of the national scene. Mr. Barkley, 
back as a member of the Senate and as 
the leader of his party there, would have 
been the man to try to mend the broken 
party. In victory, he is trying to bring 
the party to a new unity. 

As good-will ambassador, Mr. 
Barkley travels across the South, as well 
as the North, talking to all kinds of peo- 
ple. He has been three times to Virginia, 
twice to Georgia, once to Alabama for 
speeches. 

The Vice President travels alone, often 
carries his own bag and likes it when 
youngsters call him “Veep.” 

Mr. Barkley says that he feels it is the 
duty of anyone in public office to get 
out as much as possible to tell the people 
what the Government is doing and why. 
This is what he is doing. And, in doing 
it, he is creating a new concept of the 
Vice Presidency. 
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A FEW ITEMS FROM THE VICE PRESIDENT’S LOG: 
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. . . NEW YORK AND CHICAGO ARE FREQUENTLY ON HIS ITINERARY... 
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. « « OAK RIDGE, TENNESSEE: JUST ANOTHER STOP BETWEEN COASTS 
Senate colleagues are amazed at the pace 
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We've Been Asked: 


HOW VETERANS WILL COLLECT INSURANCE CASH 


Checks that will add up to $2,800,- 
000,000 are to flow out to more than 
16,000,000 veterans of World War II 
starting in January. 

The average check will amount to 
around $175. This will be a refund of 
part of the premium paid for service in 
surance. The Government found that men 
in service in World War II were charged 
too high a premium for the risk involved. 

Size of individual checks will vary. 
The amount of each refund will depend 
upon how much the veteran paid in 
premiums during and after the war. It 
will be tied to the age of the veteran, 
the face value of his policy and the 
length of time he held it. More than 
7,000,000 policies still are in force. 

Money to be paid out starting in Janu- 
ary will be “found” money. It will come 
in the form of cash. The cash involved 
really wasn’t expected by the average 
veteran, so that he will be inclined to 
spend it quickly for something that he 
has wanted but hasn’t budgeted for. Busi- 
ness is going to feel the effect of the big 
dividend payment. 


Just exactly who is to get a check? 
Almost every veteran of World War II 
who subscribed to service insurance and 
kept it in effect for three months or 
longer will get a check. Even though his 
policy lapsed after three months, a vet- 
eran will get a refund. 


What of veterans of World War I? 
They don’t get these checks. The pay- 
ments are refunds on premiums for the 
insurance set up for World War II. The 
first war doesn’t enter into it at all. Vet- 
erans of World War I who held on to 
their insurance, paying premiums regu- 
larly, have been receiving annual divi- 
dends on their policies. 


Will checks be of the same size? 
No, they won't be. Some veterans may 
get checks for as.much as $350. Others 
may receive no more than $1, or even 
less. It all depends upon the amount that 
they are supposed to have been over- 
charged for their insurance, plus 3 per 
cent interest. 


Is there a formula that a veteran can 
use now to figure what he will 
get? 

The Veterans’ Administration says that 

there isn’t. It’s too complicated for a 

simple formula to be applied at this time. 

A yardstick is being worked out by VA 

to figure just how much each veteran will 

get. This isn’t expected to be ready for 
several months. The formula will show 
that, for each age group, a veteran will 
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receive so many cents for each $1,000 
insurance for each month held in force. 


Can't a veteran figure, roughly, at 
this time what he may get? 

Here are some facts that might serve as 
a rough guide. The average payment will 
run about $175. The average age at 
which veterans took out policies was 24, 
and the policies had an average face 
value of $9,300. The insurance program 
started in 1940. If it could be assumed 
that a veteran who is average on these 
counts will get the average payment, 
then he may get more than $175 where 
he took out a $10,000 policy when under 
the age of 24 and held it for, say, about 
four years; if he was older than 24 and 
held the policy for a shorter time, then 
he likely will get less than $175. But all 
of this is only a rough estimate and may 
be changed later by VA calculations. 


Who will get most? 

Generally speaking, a young man will 
get more than an older man, where both 
held the same size policy the same length 
of time. That’s because the younger man 
is considered a better insurance risk. And 
so the ones in best position to get the 
largest checks are veterans who took out 
the largest amount, $10,000, at the age 
of 18, and have kept their policies in 
effect continuously since 1940 or 1941. 


Who will get least? 

For the most part, an older man will get 
a smaller share of the dividend. For ex- 
ample, a veteran who was 50 or over 
when he took out his policy will receive 
a considerably smaller payment than a 
man in his twenties who held the same 
amount of insurance for the same length 
of time. The fact that wartime insurance 
has been converted to a regular policy 
will not necessarily increase the amount 
of a dividend payment. 


When will most checks be mailed? 
Early in January, according to present 
plans. It is hoped to finish most of the 
job of mailing the payments within a few 
months after it starts. 


Is there anything a veteran should 
do to speed his payment? 

No. VA officials say that veterans should 

just sit tight for the time being and do 

nothing. They say that letters and in- 

quiries to VA offices at this time might 

even delay payments. 


In what order will payments be 
made? : 

That hasn’t been decided. But checks 

will be sent out according to some group- 


ings. This might be according to age 
groups, or in the order in which appli- 
cations are received. It isn’t certain vet. 


Must formal application be made? 
Yes. Application cards are now being 
printed. These will call for the name. 
address, serial number and policy num- 
ber of the veteran. It’s to be a case of no 
application filed, no check sent. The Vet- 
erans Administration doesn’t plan to try 
to trace those not applying in order to 
pay the dividends. 

Where can you get application 

forms? 

These probably will not be ready until 
sometime in August. After that, they will 
be available in VA offices, post offices 
and offices of various service organiza- 
tions. 


Suppose a veteran has died? Who 
gets his share? 

In case of a deceased veteran who held a 
service insurance policy, the payment 
will go to the beneficiary under his policy 
if the policy was in effect at the time of 
death. Otherwise, the check will be sent 
to his estate or to whoever else is entitled 
to receive it. There will be special forms 
for use by those claiming the dividends 
of deceased veterans. They must show 
that they are entitled to receive the pay- 
ments. 


Will payments all be by check, or 
will there be bonds as in terminal 
leave? 

All will be checks. No bonds will be is- 

sued, but veterans can turn their checks 

into savings bonds if they wish. Most are 
expected to spend their dividends. 


What are they expected to spend the 

money for, in the most part? 
Many things. Clothing is expected to be 
a big item. Also refrigerators and other 
electrical equipment, as well as radios 
and television sets. Some will use the 
money to buy furniture or to make down 
payments on cars. Others will spend it 
on vacations or to pay debts. 


Will there be other payments in fu- 
ture years, too? 
Yes. There are expected to be annual 
payments on service insurance policies in 
future years, probably starting 1951. But 
these will go only to those who keep 
their policies in force. Those whose polli- 
cies have lapsed will get nothing after 
1950. And future checks will be much 
smaller, since 1950 payments will come 
from a surplus accumulated by the in- 
surance fund over the last eight years. 
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PARIS....LONDON....VIENNA....TOKYO.... 





>> Over the next few months in Europe, after the Big Four conference..... 
More purges are to be expected in Eastern Europe, in Russia itself as well. 
Communist-church conflict, acute in Czechoslovakia, may spread to Poland. 
Stalin-Tito feud is to grow more intense. Stalin is turning on the heat. 
Peace’treaty for Austria is about an even-money bet for this autumn. 
Semiblockade of Berlin, though not called that, replaces full blockade. 














>> As a result of the Big Four sessions in Paris, of deadlock in Germany..... 
Germans will press harder than ever for merging East and West Germany, 
even if Allies resist. German drive for export markets is to be a major problem. 
French, resisting German unity, are to maneuver for indefinite occupation 
of Germany by the Allies, keeping U.S. troops in Germany for a long time. 
British fear German competition for exports, want controls in that field. 
So, as tension between U.S. and Russia eases, tension between U.S. and the 
other Western powers over a policy for Germany can be expected to increase. 
Control of West Germany, meanwhile, is slipping away from Western powers 
as U.S. and allies turn governmental powers over to the new West German state. 
But at least, after Paris meeting, talk in Europe is of peace, not war. 





>> Peace for Austria, as now Shaping up, Simply means this: 
Austrians get a chance to run their own country, with U.S. dollar aid. 
Russians keep an economic foothold in Austria, get well paid for peace. 
Occupation troops move out, end that drain on Austria's economy. 
What Austrians want is the independence promised them at Moscow in 1943. 
All they ask, as Viennese put it, is to be liberated from their liberators. 
Fight over treaty has not been between Austrians and big powers, but among 
the big. powers themselves. Austria is just a victim of big-power politics. 
Real issue is how much of a foothold Russia is to retain in Austria, how 
much U.S. must pay Russia in order to give Austria her promised independence, 
Treaty as drawn doesn't say that, but that's what it comes down to. 








>> Point about Austria, one U.S. is now learning, is that Austria is more im- 
portant to world peace than the size of the country indicates. It has something 
besides scenery, waltzes and beer. It's a place where wars can Start. 

Main importance of Austria is its location in the center of Europe, midway 
between East and West, a bridge to the East, bridge to the Balkans, too. 

Strategically, it's also important because of its river and rail networks 
that link East and West Europe and give access to the Balkans. As a potential 


bottleneck, it's of military importance to anyone trying to control Europe. 
(over) 
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Fact that it's vulnerable makes Austria still more tempting to aggressors 
on the prowl. Its frontiers, except on the south, are easy to cross, hard to 
defend. Size, about that of South Carolina, population of 7,000,000 offer no 
obstacle to an invader. Economically, Austria can't stand alone, has to trade 
with Europe for a fourth of its food, much of its coal and other raw materials. 








>> It's a question how well Austria can survive the proposed peace treaty. 

First Soviet idea, back in 1945, was to have Austria pay Russia reparations 
of $250,000,000, give Soviet satellite, Yugoslavia, both land and cash. 

Current Soviet idea, tentatively accepted by Western powers, is to leave 
Yugoslavia out in the cold, thus punishing Tito for defying Stalin. Russia, how- 
ever, is to get $150,000,000, plus rights to 60 per cent of Austrian oil proper- 
ties for 30 years, plus all Danube shipping property at large in East Austria. 

This is in addition to $500,000,000 worth--some say $750,000,000 worth--of 
Austrian machinery, oil, food, other products removed by Russia since 1945. 

Cost to U.S., meanwhile, totals about $650,000,000 to date for feeding 
Austria, giving Marshall Plan aid, trying to put the country on its own feet. 

More cost to U.S. is probably involved in treaty, in gift of $150,000,000 
by Austria to Russia. It's to be in convertible currency, which means dollars. 

On balance, therefore, Russia has taken around $500,000,000 worth of stuff 
out of Austria since 1945 while U.S. has poured about $650,000,000 in. Peace 
treaty lets Russia continue to drain Austria while U.S. putS more in. 

Qutlook for peace, even on these terms, depends on Soviet willingness to 
withdraw troops while nearby Greece is in ferment and Tito is still defiant. 























>> On the other side of the world, in Tokyo, U.S. is laying a foundation for 
doing business with Communist China. : This is how it is being done: 
Trade deal between Japan and Communist China is the first step. 
Negotiator is General MacArthur, speaking for both Japan and the U.S., and 
with the approval of Washington. That makes it a matter of high U.S. policy. 
U.S. condition is that no strategic commodities go to China. Communists’ 
offer to swap soybeans for copper wire is thus under review in Washington. 
Deal, as it now stands, is to exchange Chinese soybeans for seafood from 
Japan, using Tientsin as the shipping point in China. This is just a start. 
Next step, a big one, involves limited recognition by U.S. of Communist 
Government of China. That's possible this summer. Trade will follow. 





>> Cost of resisting Communism in Asia, trying to contain it, runs into big 
money. Figures now available for period 1946-48 tell the story. 

Total cost to the West, through end of 1948, amounts to $6,300,000,000. 
That's the total of all grants and loans to Asiatic areas (excluding India) by 
the main donors and lenders--U.S., Britain, France, the Netherlands. 

U.S. share of this total is about $5,000,000,000, mostly gifts, not loans. 

British share, mainly to Burma and Malaya, comes to $823,000,000. 

Dutch share, centered on Indonesia, amounts to $300,000,000. 

French share, going to French Indo-China, is $108,000,000. 

Biggest beneficiaries in the Far East line up this way: Nationalist China 
leads, with about $2,000,000,000 from the U.S. Occupied Japan is next, getting 
$1,700,000,000 from the U.S. through 1948. Philippines, with U.S. grants total- 
ing $771,000,000, are third. Korea, lower in list, got $425,500,000 up to 1949. 
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TASTY SUMMER FOODS for GOOD HEALTH 


of growth and repair of body tissues. Protective 
foods, like fruits, vegetables, whole grain or en- 
riched flour, eggs, and liver, are especially rich in 
vitamins and minerals and help to safeguard our 
health. 


Summer meals can be both tempting and tasty, 
while fulfilling basic nutritional needs. Too often, 
however, meals are planned solely to suit family 
likes and dislikes without reference to the health 
requirements of the individuals in the family group. 

Within each group there is a wide choice of 
foods which permits the selection of menus suited 
to the season of the year. Cheese and egg dishes, 


Summer or winter we require a well-balanced 
diet—one which includes an adequate supply of 
proteins, carbohydrates, vitamins and minerals. 


These essentials for sound nutrition may be found 
in three groups of foods. Energy foods, such as 
cereals and bread, butter and fats, and sweets, 
provide fuel for daily activities. Building foods, in- 
cluding meat, fish, eggs and milk, help to take care 


for example, may be particularly inviting on hot 
days, while heavy, fatty meats seem more appro- 
priate during the winter. In addition, fresh vege- 
tables and fruits, which are more available in sum- 
mer, may often be substituted for winter staples. 


ee 


Digestive upsets are more 
likely to occur in summer than 
at other times of the year. A 
light diet of essential foods, 
including fruits, will be less 
apt to overburden the diges- 
tive system than a heavy one. 


Raw vegetables, served in 
salads, are often more nutri- 
tious than cooked, for the vi- 
tamin content of cabbage, 
carrots and other vegetables is 
higher when raw. Substituted 
occasionally for cooked vege- 
tables, they may also make 
meals more appetizing. 


One good hot meal a day in 
the summer is recommended 
by nutrition experts. During 
the war, U.S. Army tests in 
the tropics showed that it was 
easier for overheated men to 
digest hot food than cold. 


In summer, because of great- 
er perspiration, the body may 
lose more than 1% quarts of 
water a day. This liquid must 
be replaced, for it helps to 
assimilate food and regulate 
body temperature. So, one 
should drink plenty of liquids 
in warm weather. 


Eating wisely can help avoid over- 
weight, or other conditions which 
may be detrimental to good health. 
Authorities say that eating the right 
foods in the right amounts usually 
brings a better level of health at all 
ages, and may contribute to a longer 
life. - 
More facts about healthful eating 
may be found in Metropolitan’s book- 
let, 79-K, “Three Meals a Day.” 
Write today for a free copy. 
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COPYRIGHT 1949-— METROPOLITAN LIFE INSURANCE COMPANY 


Metropolitan Life 
Insurance Company 
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(A MUTUAL COMPANY) 


1 Mapison AVENUE, New York 10, N.Y. 


TO EMPLOYERS: Your employees 
will benefit from understanding 
these important facts about health- 
ful eating. Metropolitan will gladly 
send you enlarged copies of this 
advertisement—suitable for use 


on your bulletin boards. 
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FIRESTONE LIFE PROTECTOR SAFETY 
TUBES PROTECT AGAINST BLOWOUTS 


Although Firestone Tires are built to withstand most causes of blow- 
outs, no tire can stand up under running over a spike or hitting a 


sharp bump at high speed. Under such conditions, a tire with an 


ordinary tube will go flat suddenly, causing the car to swerve out of 
control. But Firestone Life Protector Safety Tubes retain two-thirds 
of the air in case of a blowout, enabling you to bring your car to a 
safe, smooth, straight-line stop, even from high speeds, without 
losing control. Put a set in your present tires and be safe against 
blowouts from any and all causes. 


Copyright, 1949, The Firestone Tire & Rubber Co. 
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The NEW 
Triple -Sate 
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New Triple-Safe Tread 


Famous Super-Safti-Grip Tread (1) 
protects against skidding, (2) pro- 
tects against loss of traction, (3) 
protects against rapid wear. You 
get this triple protection because of 
revolutionary new Plus-Mileag« 
rubber compounding, greater area 
in contact with the road and 
hundreds of exclusive new road- 
gripping Skid- Resistors in the tread. 


New Triple-Safe Body 
Exclusive Safti-Sured Gum-Dipped 
Cord Body (1) protects against blow- 
outs due to internal friction, (2) 
protects against blowouts caused by 
bruises and breaks, (3) protects 
against body damage which prevents 
retreading. So strong, so safe, so 
sturdy that it can be retreaded 
again and again. 
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UPER- BALLOON 


The Safest, Most Economical, Longest Wearing, Most Beautiful 
Tire That Man Can Build or That Money Can Buy ..: : 


N SUMMER or winter, in sunshine or rain, on 
highways or by-ways, in city or country, here 
is the tire you will want for your car. The new 
Firestone Imperial Super-Balloon is TRIPLE- 
SAFE on any type of road, in any kind of weather. 


Here is another proof that your safety is our 
business at Firestone. It is the priceless ingredient 
that is built into every Firestone Tire. All of the 
men and women of Firestone know that precious 
lives depend on the high quality of materials and 
the high skill of the workmanship that go into our 
tires. That is why they build the safest tires that 
money can buy. 


The new triple-safe Firestone Imperial Super- 
Balloon is a notable new contribution to tire safety, 
economy, durability, smartness and comfort. Be- 
cause of its patented and exclusive construction 
features, it provides the extra safety and extra 
mileage that the car owners of America have been 
waiting for, looking for and hoping for. Now it 


is here! 


So go to your nearby Firestone Dealer or Store 
without delay and find out how little it will cost 
to equip your car with this Masterpiece of Tire 
Construction by trading in your present tires on a 
set of triple-safe Firestone Imperial Super-Balloons. 


Listen to the Voice of Firestone every Monday evening over NBC and Americana over NBC Network Television Stations 
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PPrPRES TOWNE 


min my line, you get 
anew joonry day. 


“and that’s okay with me! Doing the same old 
thing, week in, week out has never been my dish. 

It takes a jack-of-all-trades to work on the crews 
that build and maintain the underground pipelines. 





“You don’t often see those lines, but there are 

over 150,000 miles of them, carrying crude oil and 
finished oil products into state after state. They’re 
on the job 24 hours a day, delivering gasoline and oil 
for your car ... fuels and lubricants for farms and 
factories ...as many as 14 different petroleum 
products at one time. 





“Giving you that kind of delivery service takes 
money—lots of it—for new equipment, and for 
maintenance, too. But you have to keep spending 
to keep moving, in our business. Competition 

sees to that. Get a lot of different companies trying 
to out-do each other in delivering oil by tanker, 
barge, pipeline, truck and tank-car—and brother, 
you get oil—all you want, when you want it! 


“The same kind of rivalry goes on in other branches 
of the business. And it works out fine. Keep trying 
to out-do the other fellow and you’re bound to 
come up with new ideas and new products all the 
time. That’s progress—American style—and the 
results of it are coming your way all the time!” 


Oil Industry Information Committee 
670 Fifth Avenue e New York 19, N.Y. 


Oil Builds for Americas Future 


























each 
One 
men 
lette 
part 
chec 
A 
Con 
seen 
caus 


of 


was 


JUL 


Me 


Life Around the World 


Reg. U.S. Pat. Off. 


ficial works two years to convince U.S. 
| shouldn‘t pay him three times for one job 


VIENNA 
NE AMERICAN OFFICIAL here has dis- 
covered that it’s a lot harder to- get 

Fthe U.S. pay roll than it is to get on. 

"has taken him two years to convince 

U.S. Treasury in Washington that he 
jouldn’t be getting three pay 
ecks, from three different 
overnment departments, every 
jay day. 

‘The confusion started when 

iver Smith (which is not his real name) 
"game to Vienna as a civilian expert for 
U.S. Military Government. It was his 
Mob to help straighten out Austria’s econ- 
“omy. Until recently, however, he has 
"heen a good deal busier trying to straight- 

“gn out his own. 

 Smith’s first check, after his arrival in 

fienna, came from the U.S. Department 

"of State. Smith thought he was working 

or the U.S. Army. Still, the amount was 

“Fight, and it all came out of the same 
“pot, so it seemed sensible to ignore the 
error. 
© A few days later, however, his wife 
“in Washington wrote that a salary check 

d been deposited to his account in a 

Washington bank by the 
United States Depart- 
ment of Commerce. Up 
to that moment, it had 
not occurred to Smith 

: that the Department of 
Commerce owed him any money. Per- 
haps, he wrote to his wife, the pay-roll 
‘people had got things mixed. Anyway, 
‘She had better look into it. He knew 
Vit would lead to trouble to receive more 
“than one salary at a time from the U. S. 
_Covernment. 

' Her reply two or three weeks later 
“coincided with another pay day in 
| Vienna. This time Smith got two checks, 
each for the full amount of his salary. 
+One check came from the State Depart- 
| ment, the other from the Army. His wife’s 
letter reported that the Commerce De- 
7 partment had also deposited another 
' check to his account. 

' As for straightening things out with the 

* Commerce Department, his wife said, it 
_ seemed difficult to do. Perhaps it was be- 
' cause her broken English—she is a native 

of France—made it hard for the Com- 

' merce officials to understand what she 
- was driving at. In any event, a young 


ES] 


lady in the big stone building on Four- 
teenth Street said that Mr. Smith was 
definitely on the Commerce pay roll, 
therefore had to be paid. She, as a pay- 
roll clerk, would be negligent if she failed 
to make out the check. 

By this time, Oliver Smith be- 
gan to feel that he was really 
tangled up in the vast disburs- 
ing machinery of the United 
States Government. He had 
visions of ending his Government service 
in jail. 

There was, too, the income tax law. 
At the close of the year, three Govern- 
ment departments—State, Army, Com- 
merce—would turn over to the Bureau 
of Internal Revenue a statement 
of salary paid to, and income 
withheld from, one Oliver Smith. 
When these three statements hit 
the income tax collector, any- 
thing might happen. And the 
tax on three salaries, when added to- 
gether, might be upsetting. 

In desperation, Smith then began action 
on two fronts. In Vienna, he tackled the 
disbursing officers of both the State De- 
partment and the U.S. Army. By urgent 
air mail, then by cable, he instructed 
Mrs. Smith to have a showdown with the 
pay-roll section of the Commerce Depart- 
ment in Washington. 

Smith’s Vienna offensive was more im- 
mediately successful than Mrs. Smith’s 
attack on Washington, It took him only 
five interviews with State Department 
men in Vienna to convince them that 


we 
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something was wrong. 
They agreed to stop send- 
ing him salary checks. 

It took Mrs. Smith 
longer in Washington. 

For a while she couldn't 

find any official who felt he had au- 
thority to do anything about Mr. Smith’s 
salary. She was passed up and down the 
line for more interviews than she cares 
to remember. 

Her campaign began to get somewhere 
when she discovered the origin of the 
extra salary checks. They traced back to 
the fact that Smith had worked for the 
Foreign Economic Administration during 
the war, At the end of the war the FEA 
was dissolved, and pieces of it were dis- 
tributed to the State, Army and Com- 
merce departments. Somehow, when 
Smith went abroad, his name appeared 
on the pay rolls of all three departments. 
With that infermation, Mrs. Smith was 
able to persuade the Commerce 
Department to stop sending pay 
checks. 

Smith’s troubles, however, 
were far from over. He still had 
$2,100 in his bank account that 
didn’t belong to him. He had somehow 
to get this morey back to the United 
States Treasury, and get the record 
straight. 

This was easier said than done. Mrs. 
Smith’s visits to officials in Washington 
were unsuccessful. Either they said the 
matter was outside their jurisdiction, or 
they warned her that the problem was 
forbiddingly complicated. Each depart- 
ment had deducted sums for Smith’s in- 
come tax, his retirement plan and the 
like. Unsnarling all this meant a terrific 
job of bookkeeping. She could find no one 
willing to undertake it. 

Smith’s own efforts to make the Gov- 
ernment take back its $2,100, as a 
matter of fact, succeeded only the other 
day. He finally managed it, after build- 
ing up a correspondence file a foot high, 
by arousing the interest of an obscure 
official of the Treasury Department in 
Washington. The U.S. Treasury finally 
said it was willing to accept a check 
from Smith for $2,100. By then, two 
years had passed since Smith first found 
himself on the three Government pay 
rolls. 

Smith is now about through with his 
job in Vienna. He has been asked to take 
another Government job in Paris, But 
he isn’t sure. He keeps thinking of what 
might happen in moving from Vienna to 
Paris, 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.”’ 

GEORGE WASHINGTON 


U.S.News & 





BRITAIN RELIES ON U.S. NAVY 


AN INTERVIEW WITH ADMIRAL RICHARD L. CONOLLY 


Commander in Chief, U. $. Naval Forces, Eastern Atlantic and Mediterranean 





EDITOR’S NOTE: The introduction of the North 
Atlantic Pact has raised a question of the part 
the American Navy may play in the defense of 
Europe. Admiral Conolly flew to Washington 
recently on official business and while here was 
invited by the editors of U.S. News & World 
Report to come to our conference rooms for an 
interview. He has served in combat in both world 
wars and in 1946, at the age of 54, he became the 





youngest “four star’ admiral in the history of the 
U.S. Navy. He has been decorated for his serv- 
ices in commanding amphibious forces in the 
Mediterranean and also at Guam and the Philip- 
pines in World War II. He was selected in 1945 
to command the planned landing of invasion 
forces in Japan. The views expressed are the per- 
sonal opinions of Admiral Conolly and are not 
necessarily the views of the Navy Department. 








Q We would like to have you tell us, Admiral 
Conolly, the relationship of our Navy and the North 
Atlantic Pact and the new lend-lease program. Pre- 
sumably there is to be synchronization of effart among 
European navies? 

A Yes. I would think there would have to be. They 
haven’t perfected all the organization work as yet. I 
am sure they will provide for it. It will all have to 
be studied, organized and co-ordinated. 

Q Would it be your idea that we ought to increase 
our naval units in Europe or exert most of our effort 
toward building up their units? 

A I think it is rather simple in case of the Navy 
that the United States can do it more economically 
than European countries can in most cases. But that 
shouldn’t be exclusive. I think it would be more 
economical for certain countries to perform some 
naval functions of their own. For instance, with the 
mine sweeper, it would be foolish for us to provide in 
the U.S. Navy all the mine sweepers that were 
needed to do the job in all of Europe. It would be 
much more economical for them to do that them- 
selves. 

When it comes to fleet aviation, either we or the 
British should carry the main load on that because 
we could do it more economically. On the other hand. 
in between, there are matters of escort, defense of their 
own coasts, etc., which can more economically be pro- 
vided by themselves, particularly in the case of 
France. 

Q Many people in this country thought when the 
war was over we would have an international police 
force. Apparently we are not going to have such an 


international organization. Are we, however, going to 
have separate navies working together? 


A Of course, it is much more. feasible, much more 


practicable, to allocate the tasks to be performed by 
each one of the allies than it would be to try to merge 
them into one big navy and then split them up. To 
illustrate a ridiculous extreme, we would all have to 
speak Esperanto. 

Q We are told sometimes that the next war will be 
won in 30 days. What of that? 

A I remember hearing the same thing in 1919. 

Q The Germans came pretty near winning it in 30 
days when they got started in the Low Countries, 
didn’t they? 

A Well, of course, they missed a chance for win- 
ning the war by not crossing the Channel. They didn’t 
recognize, or weren’t prepared to capitalize on, the 
wonderful opportunity which was offered by using 
the Channel, not as an obstacle but as a steppingstone 
to carry them into Britain. 

Q Could they have done that without naval power? 

A They couldn’t. But all they needed was enough 
naval power to get troops across there. Of course, by 
naval power I mean all the elements of it—landing 
craft, etc. It should have taken 12 hours to get enough 
forces over there to have done the job after Dunkirk. 

Q In 12 hours? 

A Yes, if they had been prepared to do it on the 
proper scale. We landed enough troops in Normandy 
in 12 hours to have accomplished our purpose. If it 
had been done in reverse by the Germans they could 
have captured England. 

Q Has there been much discussion in naval circles 
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“| wholly disapprove of what you say but will 
defend to the death your right to say it.’ 


VOLTAIRE 








Royal Navy is smallest in centuries, comparatively—Historic roles of British 


and American navies are now reversed—Plans for co-ordination under 


North Atlantic Pact—Submarines a menace in another war as in last two 


in Europe over the possible defense of Europe in the 
event of the outbreak of war? 

A Of course, there has been. The situation was 
greatly changed due to the rapid demobilization of all 
of our forces, and particularly the Army and the Air 
Force. And I think also it is very little appreciated 
how greatly changed the balance of naval power is 
now as compared to the con’ “on that existed be- 
tween the two wars. 

Q You are speaking of Europe particularly, aren't 
you? 

A Yes. And the tremendous predominance of U.S. 
naval power compared to all the other navies of the 
world. There has been a tendency to think of naval 
power merely in terms comparing the battle fleets, 
whereas we found in our war in the Pacific (and the 
same was true in Europe, though it wasn’t so obvious) 
that there is a great role for naval power to play be- 
sides the defeat or containment of an enemy battle 
fleet. 

Q What sort of role, specifically, do you have in 
mind? 

A I think the battle of Okinawa illustrates it as 
well as anything. It lasted for over two months, and 
at the time of Okinawa the Japanese naval power was 
at a very low ebb compared to ours. It was at a very 
low ebb compared to what it had been at the be- 
ginning of the war, and yet the presence of our fleet 
there was absolutely essential to the success of the 
operation. 


British Fleet and Europe’s Peace 


Q Has there been much discussion of the part 
British naval power may play in the peace of Europe? 

A Of course, that is always under discussion and 
always is a matter of concern—and it is a matter of 
concern to the British people. We in America, for a 
long period of time, have taken for granted their con- 
trol of the sea due to the fact that the British have 
had such a strong Navy all during those years— 
particularly control of the North Atlantic, the North 
Sea and the waters surrounding the British Isles and 
the approaches thereto. ; 

Q Are the British building up their Navy or are 
they letting it go down? 

A I think it is very obvious that the British Navy 








is the smallest in size and comparative strength that 
it has been in several centuries. 

Q That is, comparing it to their own previous 
navies? 


A Yes. 
Q Are they just depending on us? 
A Of course they are. ’ ***-' “bey are relying on us 


to assist in the control of the seas. 


Great Naval Strength of U. S. 


Q Has there been any abrupt change in their naval 
policy, or is it because we built up to a considerable 
strength during the war and they didn’t build up to 
our strength? 

A I think it is a result of the fact that at the end of 
the war we had such a tremendous naval strength 
built up, both absolutely and comparatively. The 
naval strength of the United States at the end of the 
war was greater than the combined naval strength of 
all our allies and all our enemies. 

Q Do the British feel that they don’t have to build 
up as long as we are so powerful? 

A They think a fleet is just as necessary as it ever 
was. But naval warfare, like every other kind of war- 
fare, has gotten to be more and more expensive, and 
they’ve got a man-power shortage and also economic 
difficulties. 

Q Would it be fair to say that their letdown is due 
to a belief that they won't be challenged by any navy, 
or that we will be there to help them in case of need 
with this superabundant Navy? 

A I think it is a reliance on us to a large degree. 
But put it this way: If they couldn’t look upon us as 

probable ally, they would find it absolutely neces- 
sary to spend a lot more money on their own navy. 

Q Has the same thing happened to other parts of 
the British defense machine? 

A Yes. They have demobilized a lot of men in the 
armies. The RAF is nothing like they would like to 
have it, I’m sure. 

In other words, their defenses are all conditioned 
by their economic position. They have the need for 
more, they’d like to have more, they know they should 
have more—but they just believe that they can’t 
afford to have more. 


(Coniinued on page 36) 




















Q It’s not a declining emphasis on the naval arm? 

A No. 

Q Doesn’t this mean that in deploying our naval 
forces abroad, we have to take up stations in these 
foreign waters to a larger extent? 

A We already have. We have forces deployed in 
European waters now far in excess of anything we ever 
had between the wars. 

Q In the Mediterranean? 

A Yes, in the whole theater there. Of course, we re- 
lieve the forces in the Mediterranean every four 
months, so there are forces en route there, and that 
sometimes momentarily doubles the number that are 
present in the area at one time. 

Q Are the other naval forces deployed there? The 
British—are they deploying in the Mediterranean, 
too? 

A The British still have a considerable naval force 
in the Mediterranean. 

Q Doesn’t this signify an epochal change in our 
old position, that the United States now maintains 
a naval force in European waters on a permanent 
basis? 

A I hope it is permanent. I have devoted a great 
deal of my time since the end of our war with 
Japan to emphasizing the need for the continued 
deployment of peacetime naval forces in the 
European theater. I think it is a matter which con- 
tributes greatly to stabilization politically and the 
confidence and security which those people want 
over there. 

Q Just how does this deployment of our naval 
forces in European waters tend to have that effect? 

A Well, in the first place, the mere presence is re- 
assuring to the people in the seaports, and there is 
quite a large percentage of the population of those 
countries which is in the seaports. They see the ships, 
see the flag flying at the water front, meet the men 
ashore. The men we have manning those ships are a 
very superior type of sailor compared to what we 
had when [ entered the Navy, and they represent 
the best of the young manhood of our country. 
Their confident bearing and self-assurance and mere 
presence there, all. contribute greatly to the con- 
fidence of those people in the United States and that 
it has not withdrawn its interest from European 
affairs. 


Are Submarines Invulnerable? 


Q Is there much discussion in Europe about the 
progress of submarines toward invulnerability? 

A Oh, yes. Of course, the Germans at the end of 
the war were getting types which were exceedingly 
difficult to cope with. At the time, however, that they 
came out with their new types we had them pretty 
well licked. It is very difficult to assess submarine 
development. 

Q In European naval circles do naval men gen- 
erally feel that submarines are invulnerable today? 

A Well, sometimes the defense against these 


weapons lags behind the offensive use of them, but 
sooner or later it catches up with them. They are not 
invulnerable. 

Q It is recognized that the submarine would be a 
menace in the next war? 

A Just as it has been in the last two. 

Q With all the opportunity we had to bomb the 
plants and the places where submarines were 
built and the ports from which they emerged, 
why weren't submarines bottled up at the source 
last time? 

A It was the effectiveness of the enemy’s defense 
against the bombing—both the passive and active 
measures of defense. 

Q What type of defense did they have against 
bombing? 

A Antiaircraft and fighter defense, in the active 
sense, and camouflage and concrete submarine pens, 
hillside factories, etc. 


Atoms, TNT and Submarine Pens 


Q How vulnerable were those concrete submarine 
pens? 

A I think if you made a direct hit with a special 
bomb you might damage them, but I don’t know that 
any of them were damaged or were penetrated during 
the course of the war. Like a lot of this business, it’s 
not that you couldn’t do it if you had the facilities 
and did it as a test, but a lot of things in war don’t 
work out that way. It wasn’t done until after the war 
was over, that I know of. 

Q Why wouldn’t the atom bombs destroy sub- 
marine pens? 

A I think you are going to have a lot of targets for 
each one of these atom bombs—if it can be done that 
way, that’s wonderful. : 

Q You have some doubts unless we have plenty of 
bombs, is that it? 

A Yes. If you have enough of them and can get 
them to the right place. Of course, you could do 
the same thing with TNT, I guess. If you get enough 
of it in exactly the right spot, that would do the 
job, too. 

Q But that’s the question—finding them and pin- 
point bombing them, isn’t it? 

A Yes. 

Q Could it be inferred that the greatest need for 
naval power in Europe would be in connection with 
the landing and protection of troops rather than in 
opposition to another country’s navy? 

A Not entirely. The Navy has to keep open sea 
communications against all forms of threat. I am not 
ready to write off the submarine threat. If there were 
any certain way of encouraging a possible opponent 
to build up a navy, it would be by having a weak one 
yourself. In other words, you think that even the 
power he has is not negligible, but if you want to 
give him a clear run in building up a navy of his 
own the best way to do it is to let your own navy 
go to pot. 
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Q Do you visualize the need for naval forces if we 
have to land troops in Europe again? 

A Well, there wasn’t any challenge to the naval 
power that was employed in the Normandy landing 
except submarines. The German Navy had been 
pretty well knocked out by that time. Of course the 
navies landed the troops. But it isn’t only the landing, 
it’s the fighting that is going on within reach of sea- 
power. 

Q We can’t supply fighter planes in rapid sorties 
from bases in England; for instance, over Norway? Is 
that the problem? 

A They haven’t got the same mobility. You’ve got 
to get the airfields built, and a lot of other things. I 
think the best way to illustrate it is to point out what 
you have in an aircraft carrier. You’ve really got an 
airfield, you have your own planes, your own bombs, 
your own mechanics, your own ammunition, your 
own fuel. You’ve got the housing for the operational 
crews, the supply and maintenance crews, and you 
can move it around and use it over and over again, 
and it can arrive at high speed if necessary. It carries 
its own defense, its own antiaircraft, its own fighters— 
it’s all rolled up in one package, and you can move it 
around and use it where you need it. 


Toughness of Carriers 


Q But haven't you also got the argument against 
it that a submarine or an airplane can put it out of 
commission? 

A The record of the last war shows that carriers 
are not too vulnerable. You can put an airfield out 
of commission, too. 

A carrier also provides tactical air support for land- 
ing operations. In the Pacific Ocean we backed up 
landing after landing with Navy aircraft. 

Q What is the attitude in Europe toward the use 
of carriers? What are the naval men in Europe saying 
about the future of carriers? The British, for instance? 

A The British Navy are all for carriers. They are 
building carriers, commissioning new carriers. 


—Harris & Ewing 


Q What class carriers? Our Essex class? 

A Just about. 

Q It’s a big carrier, but not as big as the FDR 
[U.S.S. Franklin D. Roosevelt], is it? 

A The latest ones they have commissioned are com- 
parable in size to the Essex class. 

Q And is their concept now to have a lot of carriers 
in place of other kinds of ships? 

A I would say they are putting the same emphasis 
comparatively on carriers that we are. Of course, they 
have always put a great deal of emphasis on sub- 
marine warfare, but they are also putting a good deal 
of emphasis on the carrier. 


Britain's Better Navy 


Q Are the British better off in that category than 
they were during the war? 

A Oh, yes. They have completed new carriers and 
replaced old types. 

Q So that their force today is better than what they 
began with or ended with, during the war? 

A Yes—what would be available. They haven’t as 
many men, of course, in the Navy. 

Q Most people over here have been led to believe 
in recent months that the carriers couldn't really live 
in the Mediterranean. What is your theory about 
that? 

A The Mediterranean is a lot bigger than it looks 
on the map. 

Q You can defend carriers in the Mediterranean? 

A Yes—not just defend them, operate them, if 
you’ve got enough carriers. I think we proved pretty 
conclusively in the Pacific we can operate them any- 
where. 

Q Even in narrow waters? 

A I wouldn’t call the Mediterranean narrow wa- 
ters. The English Channel and the Adriatic are nar- 
row waters. But I wouldn’t call the Mediterranean 
narrow waters. Of course, parts of it are, the straits 
here and there—but there is an awful lot of water 
over there. 
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B-36: SUPERPLANE OR ‘SITTING DUCK‘? 


BY GEN. HOYT S. VANDENBERG 


Chief of Staff, U.S. Air Force 





EDITOR’S NOTE: Invitations to be interviewed 
on the subject of the B-36 and strategic bombing 
have been issued by the editors of U.S. News & 
World Report to spokesmen of the United States 
Air Force. At their request, such interviews will 





appear after the current inquiries in Congress 
have been completed. Meanwhile, we present the 
views of General Hoyt S. Vandenberg, Chief of 
Staff of the United States Air Force, as expressed 
in two recent addresses. 








During the past few weeks you have probably read 
or heard that the B-36 engaged on a combat mission 
would be a “sitting duck” target for fighter aircraft. 
Our actual experience tells us that if such a statement 
were to be true, we would have to come up with an en- 
tirely new definition of “sitting duck.” 

At Eglin Air Force Base we have in recent weeks 
been doing considerable duck hunting and though we 
have some pretty good duck guns and considerable 
hunting experience, we haven’t been getting the ducks. 
Before I tell you a little bit more about this duck hunt- 
ing at Eglin, I’d like to explain briefly the problem 
which our Strategic and Air Defense Command people 
call “bringing down the bomber,” or the “duck,” if you 
want to call it that. 

This is a three-phase operation. Phase 1 is called 
“Find the Bomber.” This is a major problem. Obvi- 
ously, before you can intercept and attempt to bring 
down a bomber, you have to find out that he is coming, 
and at the earliest possible moment. Today that in- 
volves a tremendous radar network, the cost of which, 
both in money and in man power, is absolutely stag- 
gering. Even though we are a wealthy nation and enjoy 
one of the finest communication systems in the world, 
we find this job of building an effective radar net one 
of extreme magnitude. The old World War II system 
of visual sightings is no longer possible. The modern 
bomber flies too high to be seen or heard. 

Let us assume, however, that the first phase has been 
successful. Then comes Phase 2, which we call “‘inter- 
ception”; that is, getting fighting aircraft up and in 
position to attack the bomber. 

With the bomber approaching at an extremely high 
altitude, the fighter must be directed by radar until he 
can see the bomber. This requires highly skilled radar 
crews and highly skilled pilots, especially at extreme 
altitudes where because of the difference in per- 

spective, it is very often impossible actually to see 
another aircraft until you are almost on top of it. Of 
course, this problem of interception, dependent al- 
most entirely upon effective radar sightings, can be 
made extremely difficult, as you well know, by use of 
radar counter-measures. The problem of installing 


a complete radar system in a fighter has not yet been 
solved. 

Assume, however, that the fighter is able to make 
visual contact with the bomber. 

Then comes Phase 3, which we call “Kill the 
Bomber.” Now the trouble really begins. As you know, 
the higher a fighter aircraft goes, the more difficult it 
is to maneuver. The margin of speed the fighter pos- 
sesses over the bomber gets narrower and narrower as 
altitude increases. The attack begins. Our own experi- 
ence has shown that such attacks have degenerated 
into a chase with the fighter approaching the bomber 
from the rear. That, of course, is just what the bomber 
wants. In the first place, it gives the bomber a tremen- 
dous ballistics advantage. The fighter is firing at a re- 
treating target; the bomber at an approaching target, 
which puts the fighter in firing range first and makes 
it a very vulnerable target. The gunnery problem of 
the bomber is quite easy to solve. However, even if the 
fighter is able to make a head-on attack, the rate of 
closure is so fast that presently available electronic 
computers are unable to solve the gunnery problem for 
the fighter pilot in time for the answer to be of any use. 

Now to get back to the duck hunting at Eglin. Oper- 
ations were conducted recently during which a B-36 
bomber attacked that base. Defensively the conditions 
were supposedly ideal. The attack was made in broad 
daylight. A radar network manned by the most experi- 
enced technicians in the Air Force was alerted and 
ready. Jet interceptor fighters were standing by. But 
the B-36 successfully bombed Eglin from an altitude 
of 40,000 feet and returned to its base without having 
been effectively intercepted. I am sure you will agree 
that this demonstration does not substantiate the state- 
ments recently and persistently made that the B-36 is 
a huge, lumbering plane and that in this day of great 
speed it would be at the mercy of fast jet fighters. 

Let me assure you that the Air Force B-36 crews are 
not worrying about fast jet interceptor airplanes. Our 
real problem is—how would we defend ourselves 
against attack by an aircraft comparable to the B-36? 

As you can see, the question of speed is dissolved by 
the greater importance of altitude. The B-36 is superior 
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Air Force tests showed the B-36 to be a successful bomber—Long 
range and altitude are key attributes—Plane is considered an 
important cog, but not the only one, in national security 


in range and altitude to any known strategic bomber 
in this country or anywhere else. 

I think it is also of significance to point out that the 
B-36 has the best armament of any known bomber, the 
frst completely new aircraft armament developed 
since World War II. I think it should also be pointed 
out in answer to those who have publicly said that the 
B-36 can’t land on just any ordinary field, that the 
B-36 can operate from any present B-29 or B-50 base. 

These are some of the facts you should know about 
the B-36 and, while the example I have cited should 
not be construed as conclusive or that the situation 
will never improve, it is indicative of the problems we 
are having with interception at this time. You can draw 
your own conclusions, and in doing so I would like you 
to keep in mind that by the time effective measures 
are developed to stop the B-36, the Air Force will have 
in being a bomber of even greater performance and 
capability. 

Of course, the existence of an effective or dominant 
weapon in itself does not assure its possessor of victory 
in battle. The weapon must be effectively employed. 
The employment of strategic air weapons is the re- 
sponsibility of the Air Force, and since the Air Force 
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would be called upon in the earliest phases of any con- 
flict for instant employment, it is an obligation on us 
to be in a constant state of readiness. Whether we have 
in being 10 groups or 70 groups, we must be ready to 
fight when the bell rings. There will be no prelim- 
inaries. 

To the Air Force has been ascribed a belief that a 
few planes and a few people can win a war in a few 
days for a few dollars. 

A year or so ago it was suggested that we believed 
any possible modern war could be won by a few people 
pushing a few buttons which would send a few gadgets 
to a few cities in an enemy country. 

It is our position that most of these theories die out 
—in a few days. 

It has always been, and is now, our belief that the 
security of our nation depends on the proper combina- 
tion and employment of our land, sea and air teams. 
Fully alert to its responsibility, the Air Force has 
worked with discipline and energy to perfect itself in 
the art of meeting its obligations. We do not believe 
that a strategic air offensive alone will win the next 
war if it comes. But we do believe that it will be val- 
uable in achieving the initial advantage necessary for 
final victory with the least expenditure both in money 
and man power. 


PART Il 


Some day all airplanes like the B-36 may be out- 
moded by long-range uninhabited missiles. Long 
before that time, however, the B-36 will be replaced by 
a better airplane, perhaps by a series of better air- 
planes. We are already designing the first replacement. 
Its production will be a matter of several years, and 
many changes in design, but we have to begin now. 

This is an expensive process, but it is not half as 
expensive as the maintenance of an obsolete weapon. 
Old and outclassed weapons, like old and outclasssed 
race horses, are a poor investment. The earlier they are 
retired, the better. In warfare, to run second is to run 
last. We have to win. 

Perhaps you have seen fears expressed that the Air 
Force, having developed a particular type of strategic 
bomber, might fail to develop anything else. If we 
consider only the history of the slow development of 
military vehicles of the past, such fears appear to be 
justified. 

If we consider the nature of the airplane business, 
such fears appear, to say the least, very premature. 
The airplane as we know it today is not a static object, 
either in its operation, in its performance, or in its 
possibilities. 

(Continued on page 40) 
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Lately a few critics of air power have stated their 
fears that strategic bombers will become “a new 
Maginot Line.” This is one of the strangest of all 
comparisons. 

I do not think it is fair to say we Americans 
think that way. We have profited by the lessons of 
recent history. We know now that no line of any 
kind, natural or man-made, can be depended upon 
to keep us safe. 

The Air Force has been careful to reiterate that 
no defense is a complete defense today. This is un- 
fortunately true even of air defense by high-per- 
formance fighters. In a heavy, determined attack, 
some planes will probably get through. 

This is a fact which must be faced. We do not re- 
fer to our radar net as a radar “fence.” There are no 
fences against airplanes. Our air defenders are not 
trying to build a “Maginot Line” out of radar 
beams, airplanes, or anything else. 

The best defense is an active defense in depth 
and a powerful offense in depth. I think everyone 
will agree that this is true of our entire land, sea 
and air team. Each member of the team can per- 
form that portion of the task for which it is best 
fitted. 

References to strategic bombers as evidence of 
“Maginot Line psychology” are difficult to under- 
stand. Such references are usually accompanied by 
another statement that is equally confused. Some- 
one in the armed services, so these statements read, 
is now advocating complete dependence upon stra- 
tegic bombers to guarantee the security of the na- 
tion. I am not sure just who this is supposed'to be. 
All military planners recognize that there are cer- 
tain purposes bombers can accomplish and certain 
purposes they cannot accomplish. 

Strategic air power is a powerful weapon. In the 
hands of the United States, strategic air power is 
primarily a deterrent to war. It is a means of quick 
retaliation against any aggressor. Air power alone 
and unassisted is scarcely capable of winning a 
complete victory. A strategic air force is designed 
to destroy the means of making and supporting an 
attack against ourselves. This accomplishment 
would not solve all problems. The restoration of 
peace and security to the world must necessarily be 
our ultimate goal in any future war. The accom- 
plishment of this aim would most certainly require 
land and sea forces under any circumstances we 
can now foresee. 

For our own protection from direct or air-borne 
attack, for the maintenance of our freedom of ma- 
neuver, for the retention of our bases and sources 
of supply, we need an effective Army and Navy. 
Any realistic plan for our own security which can 
be drawn up today requires the complete participa- 
tion of all members of our national security team. 

Without a powerful and successful strategic air 
attack, our position in a possible future conflict 
would be a most difficult one, as you are well 
aware. If conflict were forced upon us, our strategic 





force would pass from the role of deterrent to that 
of heavy retaliation. Our insurance against de- 
feat and our hope of future victory would de- 
pend in large measure upon the effectiveness of 
this attack. 

This is the reason for the recent improvements in 
our strategic weapons. These weapons are not only 
the B-36, but also the B-50, the B-29, and other 
types and modifications now being developed. Of 
the fourteen Air Force groups equipped primarily 
for strategic bombardment, only four are being 
equipped with the B-36. 

The strategic attack against an enemy’s vul- 
nerable interior is not the only Air Force job. We 
are also responsible for the air defense of the United 
States and for air support of land and sea opera- 
tions. Thirty-four of our 48 groups are equipped 
primarily for these tasks. These groups include 
troop carrier, transport, and reconnaissance, light 
bombardment, and similar types of employment. 

More than two thirds of the regular Air Force 
groups are trained and equipped primarily for air 
defense and the support of land and sea operations. 
In addition, the Air National Guard consists en- 
tirely of fighter and light bomber groups. This adds 
up to more than four fifths of the Air Force de- 
signed for purposes other than strategic bombard- 
ment. Does it appear reasonable in any way to 
argue that strategic bombardment is being over- 
emphasized? 

The proper balance of our forces depends upon 
the circumstances that face us. A military force is 
not properly balanced against itself. It should be 
weighted against the enemy. It should be designed 
and proportioned to evade an enemy’s strength 
and to exploit his weakness. 

The cheapest defense force is the .one that can 
achieve the cheapest victory. No victory today 
could be really cheap, either in lives or treasure. 
The minimum force we have planned can guar- 
antee no more than the prevention of an early de- 
feat and the hope of eventual victory. We hope 
and trust this will be a sufficient deterrent to pre- 
vent a conflict which would most certainly prove 
costly to us all. 

In the material support of this hope, an operat- 
ing Air Force and an active air industry is of pri- 
mary importance. Air power today includes every- 
thing that flies. It includes everything that an air 
force uses in support of its operations. It includes 
every factory and every man that produces any- 
thing necessary for that support. In a sense, it even 
includes the raw material for the bases, the trans- 
portation, the fuel, and for all the gadgets that 
are required to keep airplanes in the air. 

(The first section of the foregoing article contains the 
principal part of an address made by General Vandenberg 
before the American Legion 13th National Aerial Roundup 
Banquet at Indianapolis on May 1, 1949, and the second 
section is a substantial excerpt from the General’s add?ess 
at a luncheon of the Wings Club, Inc., at New York City 
on Feb. 9, 1949.) 
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BRITISH CRITICISM OF U.S. BOMBER 


From Flight and Aircraft Engineer 


Official Organ of the Royal Aero Club 


Doubt is expressed about B-36’s high-flying qualities and 


ability to protect itself—Analyst asks whether the longer 


range is worth the effort and expense of achieving it 


In our previous comments on U.S. strategic- 
bomber policy we have hinted that the Americans 
may be throwing away a lot more good money after 
bad in a determined effort to save face by putting 
the big piston-engined bomber on the global map. 
One gets the impression, in fact, that the Air Force 
top planners, having spent so much already on 
their favorite weapon, and with the 10,000-mile goal 
clearly in sight, are loath to cut their losses and 
start on a fresh trail. Judged, of course, by present 
jet fuel-consumption figures, one can fully appre- 
ciate their dilemma—although it is a tolerable cer- 
tainty that by the time the Convair B-36 is in full 
operation, the pure jet bomber will have reduced 
the range gap to a negligible quantity. 

Range, undoubtedly, is the red warning light that 
now overshadows American global air strategy and, 
clearly,.from the military planners’ viewpoint it 
cannot be lightly brushed off. From the design 
standpoint, too, it is like a recurring decimal—dif- 
ficult to shake off and forget; the more you keep 
pushing up the tankage, the poorer becomes the 
relative military load, and the bigger and clumsier 
the air frame. One penetrating sidelight on this is 
that a 10,000-mile piston-engined bomber is forced 
to carry an oil tankage of greater weight than its 
own bomb load. The XB-36 for example, was 
originally designed to accommodate 1,200 U.S. 
gallons of oil weighing some 9,000 Ib., while the 
B-36B is millstoned with at least 11,000 Ib. 

Before looking closer at range performance, 
however, we must blow away some of the publicity 
smoke puffs. Actually, it is not difficult to make a 
reasonably accurate performance comparison of 
the Convair B-36 vis-a-vis the Northrop B-49 on 
the basis of officially published drawings and data. 
Once the respective gross weights, powers, propul- 
sive efficiencies, wing areas, wing spans, parasite- 
drag coefficients and fuel and bomb loads are 
known or computed, the fundamental performance 
parameters fall into ordered mathematical rela- 
tionship—without fear or favor of high or low-level 
politics, whether Democratic or Republican. About 
the only serious guess in the whole performance 
“suestimation” is the rated critical height of the 
piston-engine supercharger and the corresponding 
power at altitude. 


In [a previous] article we referred to the bomb- 
shell caused by the cancellation of orders worth 
more than $300,000,000 for jet fighters, light and 
medium bombers, and that some $290,000,000 of 
this credit balance will be expended on a new batch 
of Convair RB-36 long-range reconnaissance 
bombers, and on improving existing B-36As by the 
substitution of Wasp Major R-4360-41 engines. 

Convair, which previously had got only a few 
crumbs from the original 70-group armament pro- 
gram, therefore looks like having orders to the tune 
of more than $300,000,000. The wizard who has 
achieved this is the big boss of Consolidated-Vultee, 
millionaire promoter Floyd Odlum, who bought up 
Convair lock, stock, barrel and flock a year or two 
ago on a falling market. (Convair lost a further 
$12,000,000 in 1948, when the rest of the industry 
was well out of the postwar red.) 

One of the cloudiest claims made for the Big 
Stick is the repeated assertion that it has a proved 
service ceiling exceeding 40,000 feet with full com- 
bat load. (More recent claims even go as high as 
46,000 feet!) It all depends, of course, upon the 
weight definition. According to our analysis, the 
B-36B is physically (i.e., aerodynamically) in- 
capable of reaching a service ceiling of more than 
28,000 feet at the initial gross weight of 326,000 lb. 
at which this version is now flying. Admittedly, 
however, the take-off-weight condition is not a 
sound criterion of combat performance in the case 
of a 5,000-mile-radius bomber, so let us examine 
the situation nearer the target. 

At the absolute target radius of 5,000 miles (after 
consumption of just over 60 per cent of the fuel 
load and immediately before the 10,000-lb. bomb 
load is released), the gross weight is down to about 
216,000 lb., and the most optimistic figure juggling 
on our slide rule indicates that the B-36B ‘will then 
reach a service ceiling of approximately 39,000 ft. 
We say “optimistic” because our figuring is postu- 
lated not only on a low parasite-drag coefficient of 
0.016, but on the assumption that the Wasp Major 
R-4360-41 engines now installed in the B-36B can 
deliver a normal continuous output of 2,650 b.h.p. up 
to a critical supercharger height of 35,000 ft. (The 
wet-boost take-off power, of course, is 3,500 h.p.) 


(Continued on page 42) 
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The above-quoted drag coefficient assumes, for ex- 
ample, that all gun turrets are retracted, and while 
this assessment may be fair enough for an unmolested 
long-range mission, it is almost certainly on the low 
side under combat conditions. 

A long-range bomber, however, must perforce spend 
practically all of its time cruising at its optimum-range 
speed, otherwise it cannot make its specified range, 
and, unfortunately, this is where the piston-engined 
bomber falls down, since the optimum cruising speed 
is way below the maximum. Aerodynamically the air- 
craft must be flown at its maximum lift-drag ratio 
while, thermodynamically, the engine must be run at 
its-most economical speed for minimum specific fuel 
consumption. Thus, in all the long-range flights of the 
B-36 to date the average (i.e., the over-all) cruising 
speed has been of the order of 230 m.p.h. Actually, this 
is somewhat lower than the cruising regime appears 
to warrant, and it is possible that this figure can be 
improved to around 250 m.p.h. as the cruising tech- 
nique is developed. 

There are a couple of points to bear in mind in this 
connection. First, an absolute range of 10,600 miles 
represents a practical service-target radius of not more 
than 4,000 miles under normal operational conditions, 
allowing for all the usual contingencies. The second fly 
in the amber is also quite a bug—literally as well as 
figuratively. If a large part of the bomb bay is used for 
fuel cells (and it is difficult to see how the above- 
quoted range can be achieved without them) what 
happens to the bug on the flying trapeze, the McDon- 
nell XF-85 escort fighter? And even if such a, parasite 
can still be accommodated in the bomb bay it needs a 
lot of imagination to conceive its effectiveness in the 
face of an overwhelming jet-interceptor attack from 
several quarters of the compass. 


Assuming the approach to the target is made at a 
weight of 216,000 Ib., flying at a height of 35,000 ft. at 
a maximum L/D attitude, the appropriate cruising 
speed is approximately 290 m.p.h.—which is a leisurely 
gait likely to bring considerable joy to the heart of any 
aggressive jet-fighter pilot, especially in view of the 
immense target presented. For remember that the 
bomber must stay on the job and slug it out, while the 
fighters (very much in the plural) can break off at wil] 
and then re-form. Moreover, if they keep it up long 
enough to harass the bombers into opening up their 
engines to full power for any length of time, the bomb- 
ers may never get home to fight another day, because 
of excessive fuel consumption. The fighters, on the 
other hand, fall on native soil and may rise again—as 
witness the Battle of Britain. 

A counterfeit note has been injected into this hoary 
argument by top USAF admission that current jet 
fighters—presumably American—appear incapable of 
dealing with the B-36 at its highest bombing altitude, 
which apparently is claimed to be at least 40,000 feet, 
although our analysis shows otherwise. 

The flaw in the USAF thinking is that it is pred- 
icated on the thesis that “enemy” jet-fighter design 
has necessarily followed American practice based on 
high speed and high wing-loading, rather than the 
British characteristics of lighter wing-loading giving 
fast climb for rapid interception and agile maneuver- 
ability upstairs, as exemplified in the D.H. Ghost- 
Vampire. The latter can climb to 40,000 feet in about 
8 minutes and still do most of its fighting from there 
on, up to well over 50,000 feet, since its service ceiling 
is higher than 56,000 feet. It is hard to believe, then, 
that a Russian counterpart of this type of defensive 
weapons would have much trouble in knocking down 
such a ponderous target as the B-36, however heavily 
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the latter might be armed. We fancy that our American 
friends are prone to underrate the height of the Iron 
Curtain. 

But to return to the B-36. The latest attempt to keep 
this heavyweight in the ring is the piston-cum-jet 
B-36D now under flight test at Convair’s Fort Worth 
plant. This composite mixture—a potion popular only 
in America—now sprouts the addition of four Allison 
J-35 (4,000-Ib. s.t.) jet barrels suspended well out- 
board on wing stalks, apparently in an effort to boost 
the sluggish take-off and for use in combat emergency. 
(Production B-36Ds will be equipped with the G. E. 
J-47 5,000 lb. s.t. turbojet.) Since the top speed at the 
target weight is likely to be Mach-limited to about 
460 m.p.h. at 35-40,000 feet (M=0.70), with the J-47 
jets, it will still be no match for the modern strato- 
spheric jet interceptor patterned after British design 
practice. The gross weight of the B-36D is reported 
close to 360,000 1b., which means that the fuel tankage 
is still rising. We also suspect that the take-off load 
factor is not to be whispered abroad. 

This barnacled decapod is one more reminder to the 
American taxpayer that the USAF is still riding its 
favorite hobbyhorse in high pursuit of the public purse. 
Indeed, as we write, a further batch of 39 has just been 
ordered. This follows by one week a previous order for 
36, bringing the total now ordered up to 170, of which 
about 60 have been delivered to date, with current pro- 
duction at an average rate of one per week. All the 
signposts indicate that the USAF intends to standard- 
ize on the B-36 as its long-range strategic bomber to 
the exclusion of everything else now over the horizon. 
Psychologically, we suspect that the top military plan- 
ners of the Air Force, having got themselves deeply 
“sold” on this project, now haven’t got the nerve to 
pull out. 








Technically, we think the Air Force strategists are 
trying to buck the law of diminishing returns—a 
principle which holds good in engineering as well 
as economics. Indeed, one might well look upon 
this cherished dream of the ultra-long-range bomb- 
er as an illuminating study in asymptotic weight 
lifting—the last few thousand miles on the range 
chart are fantastically out of proportion to the effort 
expended. 

Psycho-political motives play a dominating role in 
national and international affairs just the same as they 
do in more personal relationships; hence the Air Force 
having publicly told the world that “with the B-36 
operating at 40,000 feet it can now reach 70 selected 
targets in Russia without much interference,” it must 
now perforce try to measure up to its own boost gauge. 
Accordingly, during the next few months we may ex- 
pect to see a tremendous drive by the USAF to bolster 
an aggressive case for the B-36. Perhaps the crowning 
jest of this performance so far is the news that Goliath 
will now be christened The Peacemaker. Let none say 
that, after dressing up the A-bomb as the New World 
dove of peace, our American friends are lacking in the 
more subtle brands of humor. 

Perhaps we have said enough for the moment to 
show that the ultra-long-range piston-engined bomber 
is at least a doubtful basket for the carriage of an 
atomic egg to the target. Furthermore, such additions 
or revisions as supplementary turbojets or piston- 
turbo compound engines cannot be seriously treated 
as anything other than temporary stopgap solutions 
to save the vast amount of effort already expended on 
the world’s biggest pre-jet air frame. To this writer 
they look like power-plant patches on the B-36’s 
breeches, for the jet engine has practically obsoleted 
conventional air-frame conceptions. 





BRITAIN’S ‘VAMPIRES’ 








JULY 1, 1949 


43 
























. People 


Reg. U.S. Pat. Off 


le of the Week___————sS—SeS 








Glittering Jobs for Mrs. Mesta, Mrs. Clark and Mrs. Anderson 
Follow Gifts of Time, Effort and Money to the Democratic erty 


Three well-to-do women Democrats 
who have been generous to the Party 
now are receiving their rewards. The re- 
wards take the form of jobs which, 
though outwardly glittery, actually carry 
little more than routine responsibility 
with them. Together they show, how- 
ever, how postelection Democracy often 
works, The job recipients are: 
> Mrs. Perle Mesta, the tireless and 
prodigal party giver of Washington and 
Newport, has been named Minister to 
the tiny Duchy of Luxembourg. 
> Mrs. Georgia Neese Clark, a Kansas 
businesswoman, banker and member of 
the Democratic National Committee, has 
the job of Treasurer of the United States. 
Her signature will adorn the lower left- 
hand corner of new paper currency. 
> Mrs. Eugenie Anderson, Minnesota 
Democratic National Committeewoman, 
has been chosen for the post of Ambas- 
sador to Denmark. 

To look at the women, their back- 
grounds and the jobs they are to fill: 

Mrs. Mesta. Relations with Luxem- 
bourg are calm. The little nation, an im- 
portant steel’ producer, is solidly on the 
side of the Western democracies. The 
job apparently will not take an excessive 
amount of Mrs. Mesta’s time, leaving her 
free to enter into the picturesque, old- 
world court life ‘of the Duchy. 

Mrs. Mesta has seen a picture of the 
legation, which is described as large but 
not palatial. She calls it “perfectly beau- 
tiful,” and apparently is quite satisfied 
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that it should become the scene of her 
next social campaign. The Minister- 
designate hopes that many of her Amer- 
ican friends will visit her. 

Mrs. Mesta has been giving parties, 
on an ever-increasing scale of elaborate- 
ness, for years. She came to Washington 
in the 20s and invaded Newport in 1929. 
For years she favored the Republicans, 
but, after 1940, when she thought Wen- 
dell L. Willkie was double-crossed by his 
own party, she began swinging over to 
the Democrats. During the period of 
transition, irreverent Washingtonians be- 
gan calling her “two-party Perle,” a des- 
ignation that has stuck and bothers her 
not at all. 

She was quick to see possibilities in 
Harry S. Truman and began feting him 
while he still was chairman.of the Sen- 
ate’s War Investigating Committee. After 
his election as Vice President in 1944, 
she was first to give a big party for him. 
Later there was a coming-out party for 
the President’s daughter, Margaret. 
There is a close family friendship. Mrs. 
Mesta is one of the few who call Mrs. 
Truman “Bess.” 

Last year, Mrs. Mesta, buxom and 
bustling, pitched in to help raise cam- 
paign funds and, of course, contributed 
personally. In addition, she worked hard 
to make the money-raising Jefferson- 
Jackson Day dinners a success financially 
and socially. Mr. Truman’s election last 
November made her the undisputed 
social queen of Washington, although 
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some old-time social leaders are inclined 
to scoff at the Mesta guest list. 

The parties themselves are based on 
Mrs. Mesta’s formula of “plenty of food, 
plenty to drink and plenty of entertain- 
ment,” although she, herself, sips only 
soft drinks. Usually, the entertainment is 
provided by the guests. Mr. Truman has 
played the piano, General of the Army 
Dwight D. Eisenhower has sung and 
Patrick J. Hurley has produced his fa- 
mous Indian war whoop, for the edifica- 
tion of Mrs. Mesta’s gatherings. 

It became evident several months ago 
that, if a diplomatic appointment should 
come her way, Mrs. Mesta would be far 
from unwilling to take it. Mr. Truman 
was obliging. The first idea was to send 
her to Denmark as Ambassador. The 
Danes, however, were less than enthusi- 
astic and the project was dropped, 
though not before the situation was made 
known through the Copenhagen news- 
papers. Later, there was a Copenhagen 
headline, “The Danger Is Over.” 

The Luxembourg job is expected to 
cost Mrs. Mesta a good bit more than her 
salary and expense allowance, but that 
will be no impediment. Her father struck 
it rich in Southwestern oil and real 
estate, and her fortune rose upon the 
death of her husband, George Mesta, a 
Pittsburgh machine-tool manufacturer. 

Washington party goers regret the ap- 
pointment. Without Mrs. Mesta, they 
foresee a gap in the Capital’s social life. 
They wonder who will take her place 
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' nd console themselves with the thought 
"that someone always rises to such a situa- 
on. And then, in these days of air travel, 
i wouldn’t take too long to get to Luxem- 
hourg for a party at the legation. 

Mrs. Clark. Some confusion has arisen 
wer Mrs. Clark’s new post. She does not 
become Secretary of the Treasury, as 
many seem to have thought. John W. 
Snyder, the President’s old friend, con- 
tinues solidly in that spot. 

As Treasurer of the United States, 
Mrs. Clark, in addition to signing cur- 
rncy, has 1,600 Government employes 
under her, receives and keeps track of 
al money paid to the Government, has 
charge of securities deposited in the 
Treasury as collateral, pays Government 
checks and makes interest and any prin- 
cipal payments on the public debt. Her 
office also handles the Treasury’s daily 
statement, which summarizes Govern- 
ment financial operations. It issues 
monthly statements on currency out- 
sanding. A $10,000 salary and a limou- 
sine go. with the office. 

The job—in the main, a big bookkeep- 
ing operation—long has been considered 
a political plum. Her predecessor for 
years, the late William A. Julian, a name 
made familiar by its appearance on 
paper currency, was a wealthy Ohioan 
and a dependable campaign contributor. 

Mrs. Clark’s preparation for the job 
includes a variety of enterprises. After 
graduation from Washburn College, she 
attended a dramatic school and then 
went on the stage. For nine years she 
toured the United States with one troupe 
or another and played often in stock. 

She gave up the stage in 1934, and 
went back home to Richland, Kans., to 
become assistant cashier of the local 
bank. In 1937, she became its president. 
In addition, she owns and manages sev- 
eral farms, a grain elevator and a general 
store left to her by her father. 

After Mrs. Clark’s return to Kansas, 
she quickly became active in the Demo- 
cratic politics of that Republican State. 
By 1936, she was a member of the Na- 
tional Committee. And, from her ample 
means, she has made contributiens to 
the party’s campaign coffers. She says she 
was strictly a for-Truman-before-the- 
Convention Democrat. She is 49 and a 
divorcee. 

A problem arose 2s soon as Mrs. Clark 
took office. This was the question 
whether her legal signature “Georgia 
Neese Clark,” was too long to fit the 
limited space on the nation’s folding 
money. She had to wait and see, pre- 
pared, if necessary to shorten it by 
dropping the middle name. 

Mrs. Anderson. The Copenhagen job, 
which has been offered to Mrs. Anderson 
subject to the approval of the Danish 
Government, carries with it a 15-room 
Embassy, a salary of $17,500 and an ex- 
pense allowance of $6,000. That does not 
pay the bills in their entirety, but she is 
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equipped to atteuc io chat. She is a 
Minnesota breakfast-iood heiress. 

A vivacious, restlessiy busy woman of 
40, and the mother of two, Mrs. Ander- 
son long has been active in Minnesota 
Democratic politics. After college, she 
studied music in New York City, married 
John P. Anderson, a’ commercial artist, 
and settled down in Red Wing, Minn. 

In her State she has held many polit- 
ical jobs, member of th. State Central 
Committee, vice chairman of the State 
organization and county chairman (in 
which post she helped manage two cam- 
paigns for the House). She is considered 
an able organizer and an effective cam- 
paign speaker, and has written exten- 
sively on politics. 

Last year she went to the Democratic 
Convention as a delegate at large and a 
staunch Trumanite. The delegation 
elected her to the National Committee at 
that time, and she returned to Minnesota 
to plunge into the campaign there, and 
particularly into the successful Senate 
campaign of Hubert H. Humphrey. 

Mrs. Anderson spoke for Mr. Hum- 
phrey and Mr. Truman. She also contrib- 
uted “substantially” to the campaign 
fund. In gratitude, Mr. Humphrey looked 
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about for a job thai would repay Mrs. 
Anderson for her efforts. Mr. Truman was 
interested. Mrs. India Edwards, the 
forceful director of the Women’s Division 
of the Democratic National Committee, 
who would like to see more women in 
such jobs, added her vigorous influence, 
and the President was convinced. 

In Mimnesota politics, Mrs. Anderson 
has been considered a solid social liberal, 
and a firm anti-Communist. With others 
she worked for years to rid the State 
government of Communist influences. 
Communism was an intense issue there 
long before it achieved such a status 
nationally. 

In Denmark, Mrs. Anderson’s job will 
be to keep the Danes looking away from 
Russia and toward the Western democ- 
racies. Their gaze already is intently 
toward the West. 

Jobs and politics. Appointments to 
jobs, particularly diplomatic jobs, on a 
basis of time, effort and money given to 
the party in power, are scarcely a new 
thing in American government. Mrs. 


Mesta, Mrs. Clark and Mrs. Anderson 
are simply up-to-the-minute examples of 
an old and often criticized practice that 
still is followed. 
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HER SIGNATURE WILL SOON BE A FAMILIAR ONE 
For a pre-convention Trumanite, a political plum 
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Special Report 


Factories in U.S. are becoming 
more efficient. Most plants find 
they are able to produce more 
goods for the money now. 

A general tightening is taking 
hold. Costs are being trimmed all 
along the line. Output per man- 
hour is rising sharply. 

Cut in operating costs can 
open the way for lower prices to 
consumers, bring a further drop 
in the cost of living. 


Efficiency in U. S. industry is in the 
midst of a sharp rise. This rise follows 
a period of eight years of decline, or 
of very minor progress. 

Output per man-hour—the amount of 
goods turned out by the individual in 
an hour—has gained rapidly in recent 
months. The gain coincides with the end- 
ing of inflation and of a production boom. 
It reflects the pressure upon industry 
to get costs in hand, now that the buyer, 
and not the seller, controls the market. 

Industry during the postwar period has 
invested about $70,000,000,000 in new 
plant and equipment. This investment 
was designed to increase the efficiency 
of operations. Yet, in the period when 
anything would sell at almost any price, 
management was under no _ particular 
pressure to hold a tight rein on costs 
and thus make the most of new invest- 
ment. Now that orders are tending once 
more to go to the firm offering the highest 
quality at the lowest price, the manage- 
ment that can produce more goods at 
lower cost wins the biggest reward. 

Workers, too, are under growing pres- 
sure to give improved effort. In a period 
when there are more workers than jobs, 
the lazy, or handicapped, or unstable 
workers are likely to find themselves out 
of work. And those who keep their jobs 
are inclined to be a bit more regular in 
their working habits. 

The result is beginning to show 
clearly in the official figures of employ- 
ment and of output. In many industries, 
fewer workers are turning out more goods 
per worker, with the result that cost per 
unit of product is declining or, at least, 
rising less than would be expected after 
wage increases. 
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extensive research on a problem of out- 


standing importance in National Affairs.) 


MORE GOODS FOR THE MONEY 


Step-Up in Efficiency Promises Living-Cost Cut 


Steel, machinery and others of the 
so-called durable-goods industries are 
showing marked gains in production 
efficiency, on the basis of official indexes. 
Output per man-hour is rising. For the 
durable group of industries, as a whole, 
efficiency measured on this basis has 
risen nearly 14 per cent in the last year. 
This rise, indicated by official figures, 
may be somewhat larger than has ac- 
tually occurred, in the opinion of Gov- 
ernment economists. But these economists 
have no doubt that the rise has been 
sharp. 

The cement industry offers an example 
of growing efficiency. The number of 
man-hours worked in this industry in the 
first three months of 1949 was 2.5 per 
cent greater than in the first quarter of 
1948. But production of cement rose still 
more—from 42,390,000 barrels in the first 
period to 44,451,000 in the second—an 
increase of 4.9 per cent. Indicated rise in 


2 


man-hour output, thus, was 2.3 per cent. 

Textiles, shoes, processed foods and 
others of the so-called nondurable group 
show less of a gain in efficiency, on an 
average, than the durables. But these in- 
dustries, as a rule, did not lose in effi- 
ciency during the war. ‘Together, in fact. 
that made a considerable gain. In the 
last year their output per man-hour has 
risen nearly 5.4 per cent. 

Shoes provide an example. The num- 
ber of man-hours worked in the shoe in- 
dustry in the first quarter of this year 
dropped 9.8 per cent from a year earlier. 
But output of shoes and slippers declined 
from 125,736,000 pairs to 118,736,000, 
or only 5.6 per cent. Shoe companies, 
in other words, produced about 4.7 per 
cent more shoes for each man-hour 
worked. 

Creamery butter, as another example, 
was being produced at a far more rapid 
rate in the first three months of this year 
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“han it was a year ago. Production rose 

“fom 246,415,000 pounds to 295,105,000 

ds. But the bigger volume was pro- 

duced with .6 per cent fewer man-hours. 

Bficiency, measured on this basis, 
20 per cent in a year. 

All U.S. factories, as a group, oper- 
ated at a rate of efficiency that was 7 per 
cent higher during the first four months 
of this year than it was in all 1948, on 
the basis of official indexes. Result, as 
down in the chart on this page, was an 
qer-all efficiency rate that was 8 per 
cent above the prewar level. A wartime 
loss in efficiency, and a minor gain in 
earlier postwar years, now is being fol- 
lowed by a sharp rise. 

Efficiency level that now prevails, 
however, still is far below the level that 
would have been reached if the historical 
increase that went on in prewar years 
had continued through the war. The rise 
in output of goods per man-hour aver- 
aged about 3 per cent a year in the 
period 1909 to 1939. On that basis, the 
rate now should be 30 per cent above 
the 1939 level, instead of 8 per cent. A 
prolonged rise in efficiency of factories 
in the United States, thus, may be just 
beginning. 

What is occurring is the result of 
many factors that work together: 

Management, under a new set of 
pressures, is beginning to scrutinize costs 
closely. Cost-accounting procedures are 


being applied in more detail to each de- 
partment and each operation. Factory 
managers, at the same time, are examin- 
ing production methods, plant layouts, 
flow of materials and other factors that 
might involve excess effort and cost. 

Workers, too, are under new pressure 
as production is cut and job opportunities 
shrink. Least-efficient workers are laid off 
first, wherever possible, with a resulting 
rise in the average of individual efh- 
ciency. Fewer workers are quitting their 
jobs, too. Factory quit rate so far this 
year is only half as high as it was a year 
ago. The lower turnover rate also means 
higher efficiency. 

Investment in new plant and equip- 
ment is at an all-time high rate, too, is 
raising output per man-hour. Use of new 
and modern machinery is beginning to 
have a stronger influence as more and 
more outworn, outmoded or poorly lo- 
cated plants are scrapped. 

Effect of using new equipment and 
production methods is shown by an offi- 
cial study of output per man-hour in two 
groups of factories making industrial 
equipment. A group of plants that re- 
ported no major changes in equipment 
or methods showed a decline of nearly 
20 per cent in output per man-hour in 
a recent six-year period. But a group of 
plants that reported major improvements 
in the same period showed a rise of 15 
per cent in man-hour production. 
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Material shortages that were causing 
delays and losses in efficiency in earlier 
postwar years now have disappeared in 
most cases. 5teel, copper, lumber, rub- 
ber, textiles, chemicals of most kinds and 
other materials now are abundant. Com- 
panies no longer are getting in emergency 
supplies by plane. Firms that were forced 
to use substitute materials have shifted 
back to normal supplies. Result, again, 
is a more smoothly operating U.S. in- 
dustry. 

Another factor, economists are point- 
ing out, is that, as production declines, 
fewer and fewer factories are operating 
at rates far beyond their most efficient 
ones. How this works out, in man-hour 
output, is this: 

A plant that was operating at a very 
low rate in prewar years could hire 10 
per cent more workers and get a produc- 
tion increase of perhaps 11 per cent, or 
more. The plant was being utilized most 
efficiently. But, as more and more work- 
ers were hired, the plant eventually 
passed its peak of operating efficiency. A 
10 per cent increase in its work force 
then brought a production rise of only 9 
per cent, or less. 

It still was worth while to hire the ad- 
ditional workers, so long as demand and 
prices were high and rising. A decline in 
demand and prices, at this time, may 
make the extra workers worth less than 
they are costing. 

But, when the plant reduces its work 
force 10 per cent, it may find that its 
output drops only 9 per cent. The plant 
is getting down nearer to its most. effi- 
cient operating rate again. This, say the 
economists, may be what is happening 
now—so-called marginal numbers — of 
workers are being laid off. 

The tire industry, for example, showed 
a drop of 13.8 per cent in man-hours 
worked in the first quarter, compared 
with a year earlier. But tire output 
dropped only 13.2 per cent, and tube 
output declined less than 5 per cent. 
Man-hour output, thus, appears to have 
made a 1.4 per cent gain. 

Greater efficiency, in any case, is 
showing up in U.S. factories, on the 
basis of official reports. If this continues 
until man-hour output catches up with 
the “normal” trend line drawn by econo- 
mists, a steady decline in the average cost 
of factory operations can be expected in 
the period. ahead. 

This increase in efficiency % what has 
been counted upon to make lower prices 
of goods possible all along the line. Raw- 
material prices already are sharply lower 
in most instances, and still tending down- 
ward. But high operating costs, indus- 
try has contended, have prevented these 
lower material prices from being passed 
on to consumers. Now, if factory effi- 
ciency continues to rise, this last barrier 
to sharply lower consumer prices will 
tend to disappear. Result can be a real 
drop in the cost of living. 
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WAGES UP ON FEDERAL CONTRACTS 


Minimums Raised Under Walsh-Healey Act 


Cost of making goods for sale 
to the Government is going up for 
some employers. Higher mini- 
mum wages are being fixed by 
Secretary of Labor under the 
Walsh-Healey Act. 

New rates already are in effect 
in some industries. Orders to 
raise minimums are expected 
later in iron and steel, aircraft, 
soap and other fields. Unions 
are out to prevent a wage decline 
during business setback. 


Minimum wage rates are going 
higher for employers who do contract 
work for the Government. Already, the 
minimums have been raised in a num- 
ber of industries. Some of the new rates 
are more than double the legal mini- 
mums previously required. In other in- 
dustries; increases can be expected in 
the months ahead. 

The legal rates are those required un- 
der the Public Contracts law, also known 
as the Walsh-Healey Act. This is the law 
that gives the Secretary of Labor author- 
ity to fix wage minimums for work on 
contracts for goods valued at more than 





AIRCRAFT WORKER 
« + « most get $1.40 
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LABOR SECRETARY TOBIN 
. minimums are going up 


$10,000. The law takes on new impor- 
tance as private buying falls off and more 
employers turn to the Government as an 
outlet for their products. 

Most large companies already are pay- 
ing as much as the new minimums now 
being set. Some are paying more. But 
many smaller firms are claiming that they 
will not be able to get a share of Gov- 
ernment business if they are forced to 
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STEELWORKER 
. « « some want $1.23 


pay the rates now being fixed. These 
rates sometimes run to $1 or more an 
hour. : 

The Walsh-Healey Act was virtually a 
dead issue during the war and early post- 
war years, when wage rates generally 
were high. Business was booming, and 
employers were willing to pay more than 
the legal minimums to obtain workers. 
The situation began to change a few 
months ago when price competition and 
labor surpluses began to reappear, and 
when some employers began to think in 
terms of wage cuts instead of increases, 
With this turn, unions began to press for 
higher minimums. 

Higher rates, ordered by Labor Sec- 
retary Maurice J. Tobin in recent months, 
are considerably higher than the legal 
minimums previously in effect. 

Makers of woolen cloth and wor- 
steds, for example, now are required to 
pay at least $1.05 an hour to experienced 
employes while they are working on Gov- 
ernment contracts. Inexperienced help 
must be paid a minimum of 90 cents an 
hour. The industry employs about 150,- 
000 persons. Before the new rates went 
into effect in May, this industry had no 
prescribed rate under the Walsh-Healey 
Act, but was governed only by the 40- 
cent minimum of the Fair Labor Stand- 
ards Act. 

Textile mills now have a Walsh- 
Healey minimum of 87 cents an hour, 





-USDA 
TEXTILE WORKER 
. . . the floor is 87 cents 
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"jgcreased from 40 cents. A learner’s rate 
now is 80 cents. There are about 800,000 
workers in this field. 

Heavy jackets of leather, and sheep- 
ined coats, now must be manufactured 
for Government use at pay of 85 cents 
an hour or more. The previous mini- 
mums were 40 and 42.5 cents. 

Cap and cloth-hat makers are re- 
quired to pay at least 85 cents an hour, 
against a former rate of 67.5 cents. The 
minimum for auxiliary workers was 
rised from 40 cents to 65 cents. Learn- 
es are to be paid at least 67% cents. 

Woolen trousers are being made for 
the Government by workers on a 75- 
cents-an-hour minimum. The legal mini- 
mum previously was 40 cents. New 
minimum rates of 65 cents are in effect 
for auxiliary workers and 60 and 65 
cents for learners. 

Proposals for increases have been 
fled by unions in some other industries, 
and these cases now are going through 
the procedure for determining a rate. 

Iron and steel firms are to get a 
higher legal minimum if Mr. Tobin grants 
a request of the CIO Steelworkers. The 
union wants the rate fixed at $1.23 an 
hour, except in the Southern States, 
where a minimum of $1.085 is proposed. 
Present legal minimums range from 45 
cents in specified localities to 62% cents 
in others. This industry employs about 
600,000 workers. 

Aircraft plants and aircraft-parts fac- 
tories are to be given a hearing July 26 
on union proposals to increase the Walsh- 
Healey minimum. The CIO Auto Work- 
ers union did not name a figure in its 
petition, but a rate of more than $1 an 
hour is expected to be fixed. The Labor 
Department reported that fewer than 
half of 1 per cent of the 165,000 work- 
ers in the industry now receive less than 
95 cents an hour and that 59.5 per cent 
receive $1.40 or more. 

Flint-glass firms are waiting to hear 
whether Secretary Tobin will fix the 
minimum wage at 90 cents an hour, as 
requested by the AFL Flint Glass Work- 
ers. The rate now is 42.5 cents. Hearings 
have been held. 

Cofton-garment manufacturers also 
have a case pending. CIO Clothing 
Workers requested that a minimum of 
75 cents be fixed for this industry, which 
has about 175,000 workers. The rate has 
been 40 cents. Hearings were held last 
September. 

Soap firms may have the legal mini- 

mum raised from its present 40-cent rate. 

Evidence collected at a hearing in May 

is being studied to set the figure. There 

are about 20,000 workers in this industry, 
according to the Labor Department. 

Seamless-hosiery companies and 

union officials have agreed to postpone a 

hearing scheduled for last month on a 

new rate for this industry. A rate of 85 

cents had been proposed by the American 

Federation of Hosiery Workers. 
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The effect of raising minimums on 
Government-contract work usually goes 
beyond the workers actually employed 
on the contracts. That is because most 
companies cannot maintain one scale for 
those doing Government work and a 
lower rate for non-Government jobs. 

If downturn in business continues, em- 
ployers in other lines can expect unions 
to seek increases in the Walsh-Healey 
rates. There are about 35 other indus- 
tries for which minimum rates already 
are in effect, mainly at from 40 to 50 
cents an hour. 


UNIONS TEMPER 
PAY DEMANDS 


AFL unions now are being advised by 
their top leaders to seek pay raises only 
where employers can afford the higher 
costs. The officials suggest that wage in- 
creases may depend upon union co- 
operation to cut costs of production in a 
declining market for goods. 

The AFL position is that unions now 
must abandon wage formulas and rounds, 
and bargain with employers on the basis 
of what an individual company can afford 
to pay. AFL officials insist that wages 
must be raised “to restore and increase 
consumer buying.” However, they add 
that the increases “should now be based 
on past or future increases in productiv- 
ity to prevent undue rises in costs,” and 
that “company earning power should be 
considered.” Actions that cause price in- 
flation must be avoided, the AFL says. 

The organization’s policy line is laid 
down in its official economic publication, 
Labor’s Monthly Survey, and by an edi- 
torial signed by AFL President William 
Green in the AFL monthly magazine. 

By contrast, the CIO’s official line on 
wages continues to be that employers 
can afford to grant pay increases without 
raising prices. There is less talk about 
greater productivity through labor co- 
operation, 

In practice, a few unions in the AFL 
and CIO have been showing a willing- 
ness to pass up wage increases at this 
time, because of poor business conditions. 

For the AFL, the list of such unions 
includes the AFL Metal Trades Depart- 
ment, which has just agreed to extend its 
old contracts without a pay increase in 
West Coast shipyards. Another union is 
the International Ladies Garment Work- 
ers, whose president, David Dubinsky, 
has not pushed for increases because of 
declining business prospects in his indus- 
try. Mr, Dubinsky also agreed to a wage 
cut in at least one shop where the em- 
ployer said he could not afford to con- 
tinue in business at existing rates. AFL 
Paper Makers also have renewed con- 
tracts without any immediate pay raise. 

CIO unions, in some cases, also are 
taking a realistic attitude about wages 
where industries are unable to add to 
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DAVID DUBINSKY 
He listened to an employer 
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their costs. Emil Rieve, president of the 
CIO Textile Workers, has advised his 
local unions not to ask for raises in 
woolen or Northern cotton mills because 
of business conditions. The Amalgamated 
Clothing Workers also passed up wage 
reopenings in its contracts. CIO Wood- 
workers accepted a verdict of no raises in 
the Pacific Northwest lumber industry. 
CIO Glass Workers settled without an 
immediate raise. 


WHAT'S AHEAD 
IN LEGISLATION 


As debate over Taft-Hartley law drags 
on in Congress, this much seems clear: 

Government seizure of private busi- 
ness to avert strikes affecting the national 
welfare is a popular idea with members 





-Shelburne Studios 
EMIL RIEVE 
He looked at business conditions 
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Later Week 


of Congress who want to wipe out in. 
junction provisions from any new labor 
law that may be passed this year. F inal 
vote on the seizure-versus-injunction issue 
will be close, and the new law, if there ig 
one, may give the President the option 
of using either. 

Free-speech guarantee for employ- 
ers is to be retained. : 

Good-faith bargaining is to be re- 
quired of unions as well as employers, 
This also is a feature of the Taft-Hartley 
Act. 

Non-Communist affidavits are to 
be continued as a requirement before 
unions can take cases to the Labor Board. 

Financial reports are to be required 
of unions taking cases to the Board, 
Se Os oS eg Those are some of the ideas that the 
dBnitions. apsction' of AR Klectsic Senate is supporting for a new labor law, 
Typewriters the plus value of easy Seeweres, there are signs that the Admin. 
maintenance. In carriage return istration may give up its fight to repeal 
idlers Needle Bearings conserve the Taft-Hartley Act this year. A new 
lubricant and reduce service needs. attempt might be made next year, or the 
issue could be left to the 1950 campaign. | 











> Hiring practices of the construction 
industry apparently will need to be re- 
vised if contractors are to avoid back- 
wage penalties. A common practice in 
this industry is to allow AFL unions to 
supply all the workers for a_ building 
project, in the unionized areas. However, 
the National Labor Relations Board now 
rules that this is a violation of the Taft- 
Hartley Act’s rule against the “closed 
shop.” The Board orders a contractor to 
pay back wages to workers who were re- 
fused jobs by the union, apparently be- 
Allis-Chalmers builds for the buyer by re- Black & Decker finds easier-to-use “Hol- cause they belong “to the Machinists’ 


ducing operator fatigue on its HD-5 Trac- gun” portable drills are easier to sell. Union. which is not affiliated with AFL. 
tors. Among many effort-easing features Needle Bearings on the spindle contribute : : 


are the anti-friction Needle Bearings in to the compact, lightweight design of this : 
steering and a controls. . handy ahiné ale ” S >A legal quirk has been used by 
NLRB to support a ruling that railroad 
workers can conduct a secondary boycott 
Working hands take readily to products made lighter and more compact, without penalty. The Taft-Hartley Act 
smoother to control, and easier to maintain with Torrington Needle says that secondary boycotts are illegal. 
Bearings. The NLRB, in a new decision, however, 
You can put your product into more hands with such Needle Bearing holds that this provision cannot apply to 
sales appeals. These high capacity bearings take up little space, provide railroad workers because the Taft-Hart- 
anti-friction ease of operation, and hold an ample reserve of lubricant. ley Act exempts them from coverage. 
Needle Bearings are easy to install, and their use encourages design This ruling may be broadened in other 
simplification. cases to allow boycotts by farm laborers, 
Why not put your friction problems in our hands? who also are expressly excluded from 
It can be good for your product and your sales. coverage by the Act. 


Write us today. ee 
> Picketing rights of unions are 


THE ToRRINGTON CoMPANY strengthened by a new ruling of the 
Torrington, Conn. . South Bend 21, Ind. NLRB. This decision holds that an em- 
ployer cannot invoke the secondary-boy- 
cott section of the Taft-Hartley Act to 
curtail picketing when the picket line is 
part of a legitimate strike against another 

firm. The Board rejected the employer's 
TORRINGTO NE, EDL F EARI ies argument that it amounted to a boycott 
because his own employes refused to 
cross the picket line and thus interfered 


Needie © Spherical Roller © Tapered Roller + Straight Roller + Ball » Needle Rollers with his operations. 
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District Offices and Distributors in Principal Cities 
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Trend of American Business 











24th and N Streets, N.W. 
Washington, D. C. 


Businessmen, now generally convinced that the downtrend in activity will 
continue, are looking around for the best method of riding out the adjustment. 
Dry-goods merchants are told to expect 1949 sales to be 6 or 7 per cent 
below 1948. Sales trend is expected to be downward through most of the year. 
Purchasing agents are advised to expect material costs to drop still more. 
Tight inventory control is recommended to both groups of businessmen. 
These judgments came to light at recent meetings of the National Retail 
» Dry Goods Association and the National Association of Purchasing Agents. ‘Neither 
| group appeared to expect any prolonged depression to develop. General attitude 
' seemed to be that what's ahead is much milder than 1920-21, or 1937-38. 











In preparing merchants for coming months, this advice was given..... 
Pare inventories. Get rid of "fringe price lines," slow-moving goods. 
Concentrate selling on the two, three or four best-selling price lines. 
Carry complete stocks of the lines of goods you decide are best sellers. 
will satisfy more customers, probably gain more sales than will be lost. 
Popular brands at popular prices will fare best under this sales policy. 
Piece-goods sales also should be promoted. Stores are advised that they 
might profit from starting sewing classes and similar salesS-promotion devices. 
Kernel of this advice is that merchants can lower overhead by carrying a 
smaller number of lines and promote sales by carrying the most popular brands. 

















Getting more specific, merchants were told that th $14 dress promises to be 
more popular this year than the $16 dress; that radio « . television sets may 
be overstocked and must be sacrificed; that fur sales may improve; that sales of 
carpets can be expected to follow the trend in residential building. 





Purchasing agents seem to be dissatisfied with recent price cuts. 

"Token cuts" is the way that many agents described them. They urge that 
producers make more substantial cuts to reflect prevailing market conditions. 

Steel prices are expected to be cut within 90 days, reflecting: (1) lower 
scrap and coal prices; (2) more efficient operations; (3) returning competition. 

Lower material costs are expected to show up in lower prices for finished 
goods before the year is out. Purchasing agents are awaiting this development. 

Many of these professional buyers for industry are ordering ahead for only 
30 days or less. A year ago, commitments were for 90 days or longer. 











This cautious inventory policy is reported by the Commerce Department to 
be responsible for most of the business recession that has occurred to date. 
Government statistics are found by the Department to show these trends..... 
Consumer buying is still firm. Consumers have more money than a year ago. 
Investment in plant and equipment, including railroad and utility spending, 
also displays firm tendencies to date but is expected to drop after midyear. 
Construction activity is high. Residential building is up sharply. 
Government spending also is in an upward trend that promises to continue. 
Scarcely any element except business investment in inventory shows more 
a moderate drop from peak levels. But inventories tell another story. 











Inventories are being cut all along the line--manufacturer to retailer. 


(over) 
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TREND.OF AMERICAN BUSINESS-- (Continued) 


This policy has a spreading effect. When retailers cut inventories, wholesalers’ 
orders are cut. So they cut orders to manufacturers. Manufacturers then cut 
production, try to reduce their own inventories. That cuts orders for basic raw 
materials. Activity slows, workers lose jobs, prices weaken. That's happened. 


The consumer, the ultimate consumer, has not cut his buying very much. 

Automobile dealers in May sold as much as in April despite a Ford strike. 

Hardware stores and building-material dealers sold more in May than April. 

Furniture stores also sold more home furnishings in May than in April. 

Jewelry stores had the usual sales upturn from graduations and weddings. 

Altogether, durable-goods stores sold $3,395,000,000 worth of merchandise 
in May, compared with $3,334,000,000 in April and $2,962,000,000 in May, 1948. 
There is little sign yet of any buyers’ strike in durable consumer goods. 














Stores dealing in nondurable goods are not faring quite so well. 

Apparel-store sales were substantially below April and down quite a bit 

a year ago. However, Easter sales account for the high April figure. 

Drugstores sold as much in May as in April and as they sold in May, 1948. 

Restaurants and bars showed a slight sales upturn in May over April. 

Food-store sales showed a modest drop in sales from April to May. 

Filling stations reported an increase in May sales over those of April. 

General-merchandise stores showed a moderate drop from April and from a year 
ago. This group includes department stores and mail-order houses. 

Feed stores, liquor stores and others in a miscellaneous group were found 
to have had a moderate sales drop in May and were under a year ago. 

Total nondurable sales in May were $7,410,000,000, compared with sales of 
$7,783,000,000 in April and $7,820,000,000 in May, 1948. 




















When adjusted for seasonal influences, durable-goods stores showed a rise 
from April to May and were substantially above a year ago. Nondurable stores 
showed a slight month-to-month drop, but were down considerably from last year. 
Total retail trade was slightly ahead of May, 1948, but slightly off from April. 


Bank loans also reflect the softening tendencies in business buying. 
Business loans by banks that report weekly to the Federal Reserve have 
declined for 22 straight weeks. They now stand at $13,385,000,000, down by 
$2,245,000,000 from the peak of last December 22, $954,000,000 below a year ago. 
Decline in loans to business stems chiefly from a decline in business pur- 
chases. When businessmen buy less, they need to borrow less to carry stock. 
There are signs that the decline in business borrowing may have reached a 
temporary bottom. An upturn is expected as companies buy for autumn sales. An 
increase in buying for autumn also may bring about an upturn in production. 





Meat prices are expected to decline rather sharply in the months ahead. 
Pig crop is forecast by the Department or Agriculture at 96,000,000 head. 
will mark the third largest pig crop on record, 15 per cent above 1948. 
Sharply lower prices for pork are expected when these pigs are marketed 
autumn. Lower pork prices may prove a drag on prices of beef and lamb. 
Price supports for hogs are viewed as a certainty before the year is out. 
Agriculture Secretary Brannan would like to try his income guarantee in 
place of a price guarantee on hogs. He wants to let market prices fall, then pay 
farmers directly the difference between the market price and the support price. 
Congress, as yet, fails to respond. But taxpayers will pay, one way or another. 








Investment policy for trusts under District of Columbia courts is changed. 

Common stocks, preferred stocks Soon may be bought by trustees. Approved 
list of stocks is to be issued, into which 40 per cent of trust funds may go. 

Switch from bonds to stocks for trust-fund investments may mark a trend. 
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you as a businessman CAN and CANNOT do 
result of federal court and administrative decisions: 


(OU CANNOT, in making the in- 
some tax return of a corporation, fail 
eat as taxable income the firm’s gain 
buying its own bonds at a discount. 
enying a review, the Supreme Court 
in effect a lower-court ruling that 
rporation had taxable income from 
'a transaction, even though the 
js were pledged immediately as col- 
under a junior note issue. 


* * * 


YOU CANNOT, as an employer, 
count on getting a court to set aside 
NLRB order on the ground that the 
fexaminer discredited all your wit- 
es and accepted the testimony of all 
id witnesses. The Supreme Court re- 
§ the claim of one employer that an 
miner, by favoring entirely the testi- 
of NLRB witnesses, showed such 
sand prejudice as to justify the setting 
of a Board order. 


* * * 


“YOU CAN get the full amount of a 
Commodity Credit Corp. loan on 
r 1949 crops of oats, barley and rye 

are stored in warehouses, only if 
fain storage charges have been paid 
dvance. The Department of Agricul- 
@ announces that the full loan rates 
be available to producers of these 
as who have paid warehouse charges 
pugh April 30, 1950. 


* * * 


YOU CANNOT, as manager of an 
‘automobile club that provides com- 
fcial services to its members at lower 
than they would have to pay else- 
ere, expect to avoid paying a tax on 
Fincome of the club. The U.S. Tax 
finds that one organization of this 
d, which competes with regular busi- 
firms, is not exempt from income tax 

@ nonprofit organization. 


* * * 


“YOU CAN sometimes be held re- 
‘sponsible for antiunion remarks made 
your employes by “outsiders.” NLRB 
tides in one case that an employer was 
filty of unfair labor practices because 
‘did not repudiate coercive statements 
a banker and two local businessmen 
fa meeting of his employes. The Board 
ids that the employer appeared to en- 

e, by his silence, the sentiments ex- 
essed by the outside speakers. 


YOU CAN, as a producer of pota- 

toes, count on the Government’s 
supporting the price of your 1949 crop 
at 60 per cent of parity. That price-sup- 
port level for Irish potatoes is announced 
by the Department of Agriculture. 


* * * 


YOU CANNOT, according to a new 

ruling of NLRB, be held responsible 
for the antiunion activities of your fore- 
man who do not have some authority 
over their fellow workers. The Board says 
foremen are not supervisors, within the 
meaning of the Taft-Hartley Act, where 
their relation to fellow workers is that of 
master craftsmen to apprentices and their 
regulation of the flow of work and train- 
ing of new employes is the result of su- 
perior experience rather than authority. 


* * * 


YOU CANNOT use an export license 
for shipment of certain iron and 
steel products abroad for more than six 
months after its issuance. The Office of 
International Trade reduces from nine to 
six months the validity period of licenses 
covering some of these products. 


* * * 


‘Eg YOU CANNOT expect European 

countries to buy more Iumber from 
the United States. The Economic Co- 
operation Administration reports that 
Marshall Plan countries probably will im- 
port less lumber from the U.S. and 
Canada than in prewar years despite the 
ECA dollars at their disposal and the 
availability of lumber. 


* * * 


YOU CAN get from the Department 
of Commerce a booklet giving advice 
on setting up a small business enter- 
prise. The booklet, entitled “Financial 
Considerations in the Establishment of a 
New Small Business,” may be bought for 
15 cents from field offices of the Depart- 
ment of Commerce and from Government 
Printing Office, Washington 25, D.C. 


* * * 


YOU CAN sometimes be required to 

reinstate a veteran who had been 
laid off, but not discharged, when he en- 
tered the armed services. Re-employment 
rights of such veterans under the Selec- 
tive Service Act is discussed in a field 
letter issued by the Labor Department. 





' Conclusions expressed in these paragraphs are based upon decisions and rulings of 
bourts and Government bureaus. In making their decisions, courts and bureaus consider 

any facts which, for reasons of space, cannot be set forth in detail. U. S. News & WortpD 
Report, on written request, will refer interested readers to sources of this basic material. 
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SAFE—SPENDABLE! 


So carry National City Bank 
Travelers Checks. Cost 75¢ per 
$100! Buy them at your bank. 


NCB 
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BACKED BY THE NATIONAL CITY BANK OF NEW YORK 
Airvst tn World Wide Ba nking 
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Changes of Address 


Notice of change of address 
should be sent not less than 
two weeks prior to the date 
change becomes effective. 
Send the address at which 
copies are now being re- 
ceived and the new address 
at which you wish to receive 
copies. 


U.S.News & World Report 


Circulation Department 
435 Parker Ave., Dayton 1, Ohio 








PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 
Common Stock Dividend No. 134 


The Board of Directors on June 15, 
1949 declared a cash dividend for the 
second quarter of the year of 50 cents 
per share upon the Company's Com- 
mon Capital Stock. This dividend will 
be paid by check on July 15, 1949, to 
common stockholders of record at the 
close of business on June 30, 1949. 
The Transfer Books will not be closed. 


E. J. Becxett, Treasurer 


San Francisco, California 
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DEFICIT AHEAD: 5 BILLIONS PLUS 


Cushion for Business in Treasury Spending 


Big-scale deficit spending is 
coming up in new fiscal year. 

That can be avoided only by 
cutting the budget sharply or 
raising taxes. Congress isn’t in a 
mood to do either. 

Result: U.S. Treasury is likely 
to go in the hole by about $5,- 
200,000,000, biggest peacetime 
deficit on record. That means 
more borrowing, higher debt, a 
temporary cushion for business. 

At the turn of the fiscal year, major 
cuts in federal spending are not in 
sight. The economy drive in Congress 
is turning out to be more talk than ac- 
tion. It now appears that President 
Truman, after all, will get more money 
to spend in the new year, beginning 
July 1, than he requested in the record 
peacetime budget he submitted for 
that year last January. 





—Harris & Ewing 
FRANK PACE, JR. 
Would budget cuts be lopsided? 


54 











—Justis in Minneapolis Star 


‘HOW TO DIVIDE THE WORM?’ 


Budget outlook for the year ahead, 


as far as it,can be measured at this time, , 


is about like this: 

Income of the Federal Government 
is not likely to be more than $37,500,- 
000,000. This assumes only a moderate, 
continuing slide in business. Mr. Truman, 
figuring on another boom year, placed 
income at $40,985,000,000. 

Outgo now appears likely to reach 
$42,700,000,000. Mr. Truman’s budget 
estimated spending at $41,858,000,000. 

Deficit, on this basis, would be $5,- 
200,000,000, bigger than any other 
peacetime deficit on record. Mr. Truman 
figured the budget deficit for the year 
at $873,000,000. 

Financial troubles of the Government, 
as set out in these figures, are more 
serious than would be indicated by the 
bare figures on appropriations voted by 
Congress. Few expect appropriations now 
being made to cover the whole cost of 
Government in the year ahead. Congress, 
almost invariably, votes additional money 
to cover costs not foreseen at the time 
original appropriations are made. 

This time, a number of major items 
have been cut close. For example, farm 
price supports almost surely will cost 
more than has been provided in the 
budget. Congressional estimates for vet- 
erans’ programs may be too low. Military 
pay may be increased. Nothing has yet 
been budgeted for military lend-lease 
to Europe. 





Figures given here do not allow for 
any new programs of direct pump prim- 
ing—relief, additional public works or 
new lending programs. If unemployment 
keeps spreading, there will be strong 
demands for such measures. Actual 
spending, if programs of this kind are 
voted, may be far in excess of Mr. Tru- 
man’s estimates. 

Economy talk still is being heard in 
Congress, However, any action that 
would result in drastic cuts in spending 
looks doubtful. 

Attention centers on a Senate resolu- 
tion that would direct Mr. Truman to 
cut an average of 5 to 10 per cent off 
the appropriations voted by Congress. 
If that were to become law, the total of 
appropriations would be reduced by 
$2,000,000,000 to $4,000,000,000. 

The idea is getting a cool reception 
in the House. If it were to pass, Mr. Tru- 
man would be almost sure to veto it. 
Senator Scott W. Lucas, of Illinois, Dem- 
ocratic leader of the Senate, stated the 
Administration’s view: “The Senate re- 
fused to cut these appropriations. Now 
it’s asking the President of the United 
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Should Congress do the paring? 
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' States to assume the responsibility . . . 
We ought to have the courage here to 
do it. If we don’t have the courage to do 
it, we ought not to shift the responsi- 
bility.” 

The Budget Bureau, headed by Frank 
Pace, Jr., argues that the items that can 
be cut make up less than half the budget, 
and the relatively few reducible items 
would have to bear the whole brunt of 
any percentage cut in spending. 

Some members of Congress fear that a 
sharp reduction in federal outlays might 
aggravate the decline in business. Idea 
of this group is to let spending ride at 
budget levels until early 1950, when 
Congress may be able to get a better 
idea of the business outlook. 

What to expect, then, is deficit 
spending on a rather large scale in the 
months immediately ahead. 

Cushion for declining business is to 
be provided by federal spending that ex- 
ceeds tax collections. 

Taxes are not to be increased to take 
up the budget gap, as Mr. Truman pro- 
posed. The next move may be a tax cut. 
Pressure is building up behind a drive 
to reduce excises. Action, however, may 
go over until 1950. 

Borrowing from the public to make 
ends meet probably will have to get 
started again in late summer or autumn. 
Emphasis probably will be on _ short- 
term securities, to be sold largely to 
banks. This process tends to increase the 
money supply. On June 21, the U.S. 
Treasury had only $1,595,000,000 in 

ready cash. June tax collections were 
building that total up, but it will be cut 
down again in July and August. The 


Treasury probably will have to replenish — 


it by borrowing. 

Public debt, already $251,000,000,- 
000, will be in a rising trend during the 
year ahead. It is likely to reach $256,- 
000,000,000 by mid-1950. 

Next year, the fiscal year beginning 
July 1, 1950, there may be some major 
budget reductions. With elections coming 
up, Congress probably will be eager to 
balance the budget. Some programs, such 
as subsidies and public works, may be 
expanded. However, unless war is a real 
threat, heavy cuts in military spending 
and foreign aid are likely to find many 
friends in Congress. These two programs 
alone may be reduced by $5,000,000,000 
or $6,000,000,000. 

That prospect is a year away. Mean- 
while, the Government faces a period 
of serious financial trouble. 





> A new kind of budget, one aimed 
at making sense to the average Congress- 
man, is to be used hereafter by the 
Federal Government. Originally pro- 
posed by the Hoover Commission, the 
new system is known as a “performance 
budget.” Spending items will be grouped 
according to functions, so that all ex- 
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dependability. 
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Tax exemption, broader marketability, increased yield... 


A timely new survey of the 
municipal bond market 


Long preferred by conservative buyers, municipal bonds 
today command the interest of a broadened field of in- 
vestors. Changes in price levels have brought some 
municipals to the same yield basis as many taxable 
bonds. Tax exemption has gained new meaning and 
value. Greater issue volume has created greater invest- 
ment interest and broader marketability. 

These and many other factors affecting municipals, 
including price trends and outlook, are discussed con- 
cisely in our 1949 Mid-Year Survey of the Municipal 
Bond Market. 

Send for this helpful survey, 
and for tax charts showing the rel- 
ative value of taxable and tax ex- 
empt bonds for individual, bank 
and corporate investors at various 
income levels. Ask for folder WS-7 














TAX EXEMPTION’S 
APPEAL 

An individual with an 
annual taxable income 
between $10,000 and 
$12,000 would add as 
much to his net income 
from the purchase of a 
municipal bond yielding 
2.25 per cent as from 
a taxable bond yielding 
3.38 per cent. 

To a bank or other 
corporation in the 38 
per cent tax bracket, a 
1.50 per cent yield on a 
tax exempt municipal 
bond is equivalent toa 
2.42 per cent yield on 
a taxable bond. To a 
bank in the 53 per cent 
tax bracket, the yield 
ona 1.50 per cent tax ex- 
empt municipal is equiv- 
alent to a 3.19 per cent 
yield ona taxable bond. 
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DENMARK...NORWAY... SWEDEN 
E ALL THREE sw: 
TRIP 10 EUROPE 
You can make a “Grand Tour” on a 2 weeks’ vacation 
when you fly to Scandinavia. SAS saves you weeks of 


f travel-time, stretches your summer holiday (only 17 hours 
—Z- to the Northern Countries). 





Scenic wonder in Norway 


Elsinore— 
Hamlet‘s 
castle 


Nine flights a week, and the only DC-6 planes to 
Scandinavia. You can name your departure day. 
Meals, smérgasbord and refreshments are free. No 
tax, no tipping, no extras. 


Before you travel, consult a 
travel expert—Your Travel 
Agent 
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CANDINAVIAN 


AIRLINES SYSTEM 


New York * Chicago * Minneapolis 
Seattle * Los Angeles 
















Aavertising in U.S. News & 
World Report is news . .. the manage- 
ment staffs, the production staffs, the 
men of science, engineering, sales, distri- 
bution, finance, transportation—these 
men are cover-to-cover readers because 
they must keep informed on national 


and international trends. 


U. 8. News & Worid Report 


H. L. Behlke, Director of Advertising 
30 Roekefeller Plaza, New York 

















Qinance Week 


penditures for a given purpose, say th. 
national forests, will be listed in one 
place. As it is, items for a single function 
may be scattered about under a dozen 
different headings in the budget. Also. 
the plan provides for separating current 
expenses and capital outlays. Hoover 
Commission’s idea in proposing the per- 
formance budget was to promote effi- 
ciency and economy in federal spending, 
President Truman liked the plan, told 
the Budget Bureau to go to work on it. 








> Deposit-insurance changes are get- 
ting attention in Congress. Two alterna- 
tives are being proposed: (1) to reduce 
the annual insurance premium paid by 
banks from 1/12 to 1/24 of 1 per cent 
of deposits; (2) to insure deposits up to 
$10,000, instead of up to $5,000, leaving 
the premium rate where it is. Most big 
bankers want a cut in the premium. Many 
small bankers prefer to get more insur- 
ance. Federal Deposit Insurance Corp. 
has not yet taken a position on whether 
either is desirable. 


> World Bank bonds are to get a new 
official status in this country. Under a 
bill just passed by Congress, national 
banks will be permitted to deal in these 
bonds, just as they now deal in federal, 
State and municipal securities. The same 
bill exempts the World Bank from re- 
quirements of the Securities Act of 1933, 
which requires, among other things, that 
securities be registered with the Securi- 
ties and Exchange Commission before 
being offered for sale to the public. 





> Insurance investigation, recom- 
mended by the Senate Judiciary Com- 
mittee, has been quietly shelved by 
Democratic leaders in Congress, at least 
for the remainder of the 1949 session. 
Representative Emanuel Celler (Dem.), 
of New York, one of the authors of the 
resolution, keeps urging the investiga- 
tion, arguing that life insurance com- 
panies are making loans “thick and fast” 
with almost no public supervision. How- 
ever, top men in Congress think this is no 
time to order an investigation that might 
give the impression that Congress wants 
to crack down on business. 





> Overlapping taxes—federal, State 
and local—are at issue again. City repre- 
sentatives are getting together to try once 
more to persuade the U. S. Treasury that 
the time has come for the Federal Gov- 
ernment to move out of some excise 
fields. They especially want the federal 
tax on admissions lifted. However, they 
are approaching the Treasury at a time 
when the Federal Government faces a 
big budget deficit. The answer, as before. 
may be that the Government is in no posi- 
tion to vacate any tax fields now. 
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LONDON... .WASHINGTON....SANTIAGO....MEXICO CITY.... 





>> British trade trends are causing deep worry in both Washington and London. 

Marshall Plan aid to Britain was to give her a breathing spell, a chance 
to get on her feet and earn enough dollars by mid-1952 to pay her bills. 

But dollar-earning power of Britain is not building up fast enough. Exports 
to the U.S. are not going too well. U.S. recession makes prospects dim. 

The British actually may need heavier dollar aid. But they know the trend 
in the U.S. will be rather toward cutting down the dole to Western Europe. 

So the British have to think about alternatives in case the dollar gap 
can't be closed. One way to exist is through making bilateral trade deals and 
barter arrangements with the nondollar world. Covering all possibilities, 
Britain is making such deals with Argentina, Poland, many other countries. 

What's happening is that Britain isn't putting all her eggs in one basket. 











>> But Washington recoils at the idea of two trade spheres: one conducted in 
dollars and the other an exclusive club barring trade in dollars. 
The U.S. aims at freer trade, fewer restrictions and exchange controls. 
Most other countries, including Britain, agree with these aims. But they point 
out that these aren't normal times. Multilateralism is for the future. And they 
go merrily on their way, controlling trade to fit their own needs. 
Nondollar trade bloc is growing fast, as Americans import fewer goods at 
declining prices. Resultant dollar shortage abroad causes new walls to be 
put up against imports of U.S. goods, new welcome to be extended to other imports. 
Just now, U.S. business wants to export more, finds home markets surfeited. 
Hence, squawks from Washington are loud against British bilateral tactics. 
Actually, the British are doing everything they can think of to earn more 
dollars. If they are successful, their trade policies can be changed. 














>> A major problem in Britain today is how to hike sales to the U.S..... 
Britain's bilateral agreements with other countries make it fairly easy to 
sell to soft-currency markets. So, why should British exporters buck the keen 
competition in the U.S. market? Overcoming this feeling may not be easy. | 
High-powered committee of British businessmen, the Dollar Exports Board, 
just set up, is firmly backed by the British Government. Aim is to show British 
exporters how to sell more in dollar markets and how to sell more easily. 
British sales efforts have always been concentrated in New York and the 
Eastern Seabord area of the U.S. Other areas have received little attention. 
Now regional marketing will be pushed much harder. Experience of a British 
marketing organization, successful since the war, will be drawn on. 
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BUSINESS AROUND THE WORLD-- (Continued) 


>> Here is the way this company works in the U.S.: 

It surveys regional conditions in the U.S. It maintains contacts with big 
U.S. distributors in all regions. British manufacturers send this company samples. 
Distributors in likely spots peddle the samples. If they go over, distributors 
collect orderg from wholesalers and retailers. Bulk orders are forwarded through 
the marketing organization directly to the British manufacturer. Payment in 
British pounds is made to the manufacturer on delivery at shipside. Dollars are 
collected by the marketing organization inthe U.S. after distribution of the goods, 

This system has been highly successful in selling British motorcycles, 
pottery, automobiles since the war. Everybody seems to like it. 

Manufacturer gets bulk orders, gets prompt payment, can quote lower prices 
because of more efficient selling techniques. 

British Treasury likes the system since it makes keeping track of dollar 
earnings easier, makes dollar leakages less likely. 

Regional sales of British goods such as woolens, linens, cotton goods, 
automobiles, whisky, leather goods, toys may be pushed in this way. Real ques- 
tion is whether British prices can be brought down enough to stimulate sales. 
For these luxury-type goods now must be sold in the U.S. on a price, rather than 
a quality; basis. U.S. imports of most British goods are sliding off. 














>> Fall-off in sales to the U.S. is a Spreading difficulty..... 

The Marshall Plan countries, as a whole, sent in only $57,600,000 worth of 
goods in April, against a monthly average of $74,600,000 in the first quarter. 

Important items are affected by the slump: Swiss watches, Swedish wood 
pulp, Norwegian fish, Belgian diamonds, British cars and tractors. These have 
been pay-dirt exports of these countries to the U.S. These declines hurt. 

Point is, if dollar earnings of these countries slide off badly, their need 
for dollar aid will increase. Some U.S. Congressmen won't like that. 








>> Meanwhile, in Latin America, direct effects of the slump are showing up..... 

Chile is virtually suspending the granting of dollar-import permits. Sharp 
drop in dollar earnings is expected, as a result of the recent slide in copper 
prices and consumption in the U.S. 

Copper production in Chile will be cut 90,000 tons a year in two of the 
largest mines. Losses to Chile will be $30,000,000 in dollar exchange, a big 
chunk of taxes and thousands of unemployed miners. 

Mexico, also, is feeling the severe cuts in prices of copper, lead and 
zinc. Some mines are shutting down. Mexican Government is reacting rapidly. 

The peso is pegged at a new, low rate: 8.65 to the dollar (11% cents). Be- 
fore the peso was cut loose July, 1948, it was worth 20% cents. This devalu- 
ation makes Mexican products cheaper in the U.S., should stimulate exports. 

But imports will be more expensive. To make sure imports decline, Mexico 
slaps new restrictions on auto parts, textiles, fruit, fish, nonessentials. 

U.S. goods are affected most by this new curb. Mexico has found her citi- 
zens buy too much in the U.S., both legitimately and through smuggling channels. 

Result: Mexico is getting hard up for dollars again. 

Dollar squeeze in Latin America is felt not only in Chile and Mexico, but. 
in Argentina, Brazil, Uruguay as well. This affects trade. Increasingly, Latin- 
American countries are to fill their needs in Britain and other European countries. 

Dollar shortage thus is to turn good customers of the U.S. to other markets. 
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The recession in business activity is 


growing deeper despite rising ac- 
tivity in the automobile and con- 
struction industries. 


Carloadings of manufactured goods 


sank to a level 14 per cent below a 
year ago in week ended June 18. The 
drop from last year has widened 
from 9 per cent late in April. 


Factory output slipped to 175 on the 


indicator below from 175.8 the 
previous week, 202 at the October 
peak. 


Steel operations were scheduled at 


84.4 per cent of capacity in week 
ended June 25, against 86.7 the pre- 
vious week and 102 in March. 


Department-store sales fell to 278.3 


on the indicator in the week ended 
June 18 from 292.3 the preceding 
week. The average from June | to 
18 was 4 per cent below May. 


Retail-store sales held at a rate of 


$128,400,000,000 per year in May. 
Record sales of automobiles and 
improved sales of building materials 
and home furnishings offset declines 
in other groups. 


Auto production jumped to 137,758 


units in the week ended June 18, a 
12-year high. Monthly output this 
summer is likely to surpass the rec- 
ord of April, 1929. 


Construction activity in 1949 will 


reach a record dollar value despite 
the recession in general business ac- 
tivity, if new official estimates are 
realized. 


The dollar value of new construc- 


tion, shown in the top chart on 
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this page, is estimated at $19,000,- 
000,000 for the year, 1 per cent 
above last year’s total. Dollar value 
will rise to a rate of nearly $19.400,- 
000,000 per year in the second 
half, about 4 per cent above the 
rate in the first half but slightly 
below the peak rate in the second 
halt of 1948. 


Physical volume will rise more than 


dollar value, both in the full year, 
1948, and in the second half, offi- 
cials estimate. Building costs have 
declined steadily since September; 
as early as April they had dropped 
below the 1948 average. 





BUSINESS ACTIVITY 


Public construction is put at $5,175,- 


000,000 for 1949, up 23 per cent 
over 1948. It would then amount to 
27 per cent of total construction. 


Private construction is estimated at 


$13,825,000,000, down 5 per cent. 
A rise in public-utility. construction 
will cushion a drop in industrial 
and commercial building. Schools, 
hospitals and churches will also 
gain. 


Private residential construction is to 


fall to $6,500,000,000, down 10 
per cent from 1948. Activity in the 
second half of 1949, however, is to 
be at an annual rate 5 per cent 
above the first half. The number of 
dwelling units started increased 
rapidly in April and May. 


Public housing is on a rising scale. 


About 100,000 units will be started 
in 1949 under city and State pro- 
grams. Federal public housing may 
get started under new legislation 
now before Congress. 


Plant and equipment expenditures 


Ww 


of business—mostly for machinery— 
are to decline in the second half of 
1949. Preliminary returns from a 
new official survey indicate a mod- 
erate decline in the third quarter. 
holesale prices slipped to 153.2 
on the Bureau of Labor Statistics 
index for the week ended June 21, 
from 154.8 the previous week. 


Deflationary forces still flow largely 


from efforts of business to reduce 
inventories and new orders, Final 
users of goods are continuing to 
make purchases at a high rate. 
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Plan for More Loans to Britain... Truman Coolness 
To Pump Priming ... Woman as New York Senator? 


Edwin Nourse, Chairman of the Presi- 
dent’s Council of Economic Advisers, 
is opposing the suggestion of generals 
and admirals that military spending 
be stepped up still further to prime 
the business pump. Economic advis- 
ers to the President think U.S. would 
be stronger if it spent less on military 
and more on improving the country’s 
physical plant. 


x* * 


Leon Keyserling, Vice Chairman of 
the Council of Economic Advisers, 
finds that Mr. Truman still is cool to 
the idea of a vast new program of 
Government pump priming as a 
counter to deflation at this stage. Mr. 
Keyserling leads those who want the 
Government to take on the job of 
turning a recession into a new boom. 


x* tk 


Pump-priming advocates are suggest- 
ing that the Federal Government 
should plan to spend about $10,000,- 
000,000 more than it takes in as a 
means of stimulating business. The 
President isn’t yet sold on going back 
to big-scale borrowing. 


x* * 


The “influence” business, even in war- 
time, was not as lucrative in Wash- 
ington as it is in this period, when 
industry finds Government orders 
more and more important to profit- 
able operations. Businessmen long 
ago discovered that it is worth a lot 
of money to know the right people 
when it comes to locating and land- 
ing Government orders. 


x* * 


Louis Johnson, Defense Secretary, is 
suggesting that he can save $750,000,- 
000 in military spending on condition 
that he be given more centralized au- 
thority over the Military Establish- 
ment. Congress would like to save the 
$750,000,000 but is continuing to hesi- 
tate about giving him more power. 


xk * 


An order calling for abolition of the 
Marine air force, all prepared and on 
the desk of Secretary Johnson not 
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long ago, now is torn up and the De- 
fense Secretary assures the Marines 
that they will have continued life 
along with their air force. 


Oe 


Francis Matthews, new Secretary of 
the Navy, is being given credit for a 
decision that will permit the Navy to 
modernize two aircraft carriers so 
that they can launch bombers capa- 
ble of delivering atom bombs. De- 
cision is intended to soothe Navy 
feelings over loss of the right to go 
ahead with a new supercarrier. 


x * * 


John Snyder, Treasury Secretary, 
paying bills at the rate of $40,000,- 
000,000 a year, came within $6,000,- 
000 of overdrawing his ready-cash 
accounts with Federal Reserve Banks 
on June 16. He had to get cash from 
the Federal Reserve System to tide 
the Treasury over until June 15 tax 
collections started coming in. 


xx 


J. Edgar Hoover, FBI head, is not 
popular at the White House, where 
President Truman has stopped short 
of giving him a whole-hearted en- 
dorsement. The FBI in the past 
played a part in the investigation of 
the Pendergast political organization 
in Missouri, with which Mr. Truman 
once was associated. 


ok 


Charles Brannan, Secretary of Agri- 
culture, is discovering that some Re- 
publican leaders would like to give 
him the plan he urges to bolster farm 
income, so that in 1950 he can be 
wrestling with the farm problem in- 
stead of telling farm voters that their 
troubles are due to Republican oppo- 
sition to his plans. . 


xk * 


Democratic leaders still are toying 
with the idea that it would be a good 
thing to have both the Taft-Hartley 
Act and the Hope-Aiken law on the 
books during 1950. These are Repub- 
lican prescriptions for the labor-rela- 
tions problem and the farm problem. 


Idea of some important Democrats 
inside and outside the White House 
is that more votes can be made with 
these laws in force than with Demo- 
cratic substitutes, which might not be 
working so well by November, 1950, 


xk 


Governor Thomas Dewey of New 
York is reported to be considering 
naming a Republican woman as Sen- 
ator if Senator Wagner retires in July 
owing to ill health. Masculine mem- 
bers of the Senate, however, tend to 
discourage the idea of women Sena-| 
tors, on the ground that the job is o ~ 
for men, not for women. 


xk 


Oscar Ewing, present head of the 
Federal Security Agency, is to bel 
named by President Truman as Sec- 
retary to head a new Department of 
Welfare with full Cabinet rank, un- 
less Congress vetoes the idea. 


eS 


Paul Hoffman, Administrator of the 
Marshall Plan, is to lose his argument 
with the British over their planned 
deals to control export and impor 
trade. The British are negotiating 
five-year agreements with a number 
of countries calling for two-way ex- 
change of goods while U.S. is giving 
away its dollars in an effort to restore 
freer trade in the world. 


xk * 


Planners of foreign aid are beginning 
to talk about “stabilization loans” to 
be made to Britain and maybe to 
other nations in Europe. It now turns 
out that Marshall Plan aid, in the 
billions, is not to be enough to solve 
all of the economic problems abroad. 


xk * 


Russia’s Joseph Stalin definitely has 
turned to Georgi M. Malenkov, his 
deputy in the top hierarchy of the 
Soviet system, as his heir apparent. 
Malenkov is inclined to take a prac- 
tical view of the outside world and 
to be less of a zealot in promotion of 
world-wide Communism than so 
others in the Politburo. 


U. S. NEWS & WORLD REPOR 














eerie oe eT — 


A Concentration of Important Buyers 


| : U.S.NEWS & WORLD REPORT offers the manufac- 
: turer of machinery and equipment the most eco- 
nomical advertising buy—the largest concentration 
of management men with the power and authority to 


influence corporate purchases. 





Companies that advertise in this magazine—read each 


a 
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: 
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week by more than 350,000 important people—are 
paving the way for their sales staffs through the most 
effective channel ever offered to manufacturers of 


corporate purchase products and services. 


To advertise to important men—who are known 
to be interested readers of a magazine—is the 
first step in helping your sales managers sell. 
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(‘Knowledge is Power’’) 











Imagination “takes a deep breath’ 


TO MAKE CARS BETTER FOR YOU 
eer 


Body seal test of new Plymouth car, practical imagination at work at Chrysler Corporation 


it works just like your vacuum cleaner at home! 


It wouldn’t be any wonder if that 
machine got purple in the face! For 
it’s huffing and puffing enormously as 
it draws air out of that car... making 
sure the body is tightly sealed against 
dust, drafts, noise and weather. 


Our engineers developed this big 
“vacuum cleaner” to test our car 
bodies under conditions worse than 
you'd meet in normal driving. When 
they turn on the suction, a partial 
vacuum is created inside the body. 


Airtemp Cooling, Heating, Refrigeration 


Chrysier Marine & Industrial Engines 


Outside air tries to rush into the ear 
if it can! 

By sealing off first one part of the 
body and then another, our engineers 
and production men can check the 
tightness of every part . . . windows, 
windshield, doors, cowl, flooring . . . 
even the luggage compartment. Sci- 
entific mstruments tell exactly how 
much air, if any, reaches the inside. 

As a result of tests like this, we 
have been able to design far better 


CHRYSLER 


PLYMOUTH 


Dodge Job Rated Trucks 


DODGE 


Oilite Powdered Metal Products 


door and window seals... have found 
better ways to shut out road and en- 
gine sounds, dust, drafts and rain. 
And similar machines are used in our 
plants to check on cars in actual pro- 
duction day after day! 


It took practical imagination to 
build that body test machine. And 
you will enjoy the results—in quieter, 
tighter, draft-free bodies—every mile 
you drive one of the great new Plym- 
outh, Dodge, De Soto or Chrysler cars. 
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